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* 
One of the first 


values that will be re- 
established on a normal 
basis will be the value of 


real estate. 


That is a fundamen- 
tal without which gen- 
eral prosperity cannot 


exist. The Mill Mutuals THE , ILL 


offer sound indemnity 


to protect that value. \4 UTUALS 


The MILL MUTUALS are 
general fire insurance carriers. 






































MUTUAL FIRE PREVENTION BUREAU 














230 East Ohio St. 28 Chicago, Il. 
A service organization maintained by the 
y Mill Mutuals 

Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co...... Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. 
Millers Mutual Fire Insurance Co......... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co. . . Indianapolis, Ind. 
Millers National Insurance Co................. Chicago, IIl. 
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Now You Can Buy Your 


AUTOMOBILE INSURANCE 
from the Old Reliable Michigan Mutual 


on our new 


o-PAYMENT BUDGET PLAN 


Just as your household expenses are budgeted — just as your automobile 
purchase and your life insurance is budgeted, so you may now buy your auto- 
mobile insurance. 


BRIEFLY THE PLAN IS THIS 


] You pay your automobile insurance 6 You sign no notes. No red tape to 
' in five monthly payments. bother with. 
2 No payment to make with your appli- 7 No automatic cancellation clause. 
cation. 
3 First payment due 30 days from date Five days advance notice of payments 
of policy. coming due. 
4, Subsequent payments 30 days apart. 9 Five days cancellation notice. 
5 Minimum monthly payment is $5.00. 10 25c service charge on each payment. 
You get that protection at once and Temporary Disability for such injuries. 


spread the payments over a six months 


saciad f pen wlth Emergency Road Service, Good Every- 


where — Touring Bureau Privileges — Li- 
$2500.00 Personal Accident Insurance cense Plate Service—No Initiation Fee— 
—For Injury to Yourself $25.00 Weekly No Annual Dues. 


MICHIGAN (i) MUTUAL 
LIABILITY J COMPANY 





Non-Assessable O 252 Dividends 
and be - ag Swe, More Than 
Dividend Paying _— eee con $3,500,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon 


Owosso 
Alpena Toledo, Ohio 
Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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We Are Now Writing Insurance Other Than 
Lumber and Woodworking Risks 


for Your Benefit 
ww 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


= Gale & Stone, Boston Justin Peters, Philadelphia “™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
-~ Los Angeles, Vancouver, Portland, Spokane. - 
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HOLIDAY GREETINGS 
To All Our Mutual Friends 
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About the Insurance World 


With Special Reference to the Recent Meeting of the National 
Convention of Insurance Commissioners 


™ HE fierce white light which 


beats around the throne” is 

never better exemplified than 
at meetings of the National Conven- 
tion of Insurance Commissioners 
when the top notchers in the business 
come together to deliberate or hear 
deliberations concerning vexing prob- 
lems. Such a meeting needs no arti- 
ficial publicity to stimulate its air of 
importance, for the convention is it- 
self fundamentally important. Hold- 
ing as it does the fate of many things 
in forty-eight states there is a realiza- 
tion of the vast consequences for 
good or error which rest on the deci- 
sions of Commissioners as they are 
assembled. 

The gathering at New York City 
on December 7th, 8th and 9th was of 
more than usual moment, having for 
its chief theme the question of valua- 
tion of securities, which in view of 
the uncertain condition of the stock 
and bond markets has become a para- 
mount consideration in financial fields 
affecting insurance. 

Most of the other business of the 
convention was side-tracked on the 
first day to make room for the Valu- 
ations Committee to thrash out dif- 
ferences of opinion about what their 
recommendation should be. Chair- 
man Van Schaick of New York had 
as his associates the following Com- 
missioners, or their representatives, 
Howard P. Dunham, Bush W. Allin, 
C. A. Gough, Dan C. Boney, H. O. 
Fishback, Merton L. Brown, C. F. 
Armstrong, Charles F. Hobbs, E. W. 
Clark, and Harry W. Hanson. How- 
ever, nearly all the Commissioners at- 


tended the executive session on 
Monday morning, a _ circumstance 
which acted to postpone preliminaries 
having to do with other committee 
matters. 

In the interim, however, between 
the Valuation group adjournment and 
the final closing of the Convention 
various committee meetings were held, 
notably those having to do with cer- 
tain receiverships, examinations, fire 
insurance and fidelity and surety 
questions. 

What happens in committee meet- 
ings is, of course, often of more con- 
sequence than the proceedings of 
open sessions, but the public hearings 
at least do summarize what the con- 
sensus is of different factions and 
how these have been harmonized into 
some sort of a practical compromise. 
This was the upshot of the announce- 
ment after the meeting of the conven- 
tion on the 8th. Rumors and more 
rumors had been ¢irculating up and 
down the corridors and everybody 
concerned felt the decision made 
would be historic, which indeed it is 
destined to be. 

Most of the open discussion was 
concerned with routine matters but 
Commissioner Van Schaick with 
scrupulous regard for the rights of 
the public gave a comprehensive inter- 
view to the press during which he not 
only answered questions but handed 
out a carefully prepared statement of 
what had transpired in the executive 
session of the Valuations Commit- 
tee. 

Commissioner Dunham in a dis- 
senting opinion was likewise frank in 


submitting his report for the consid- 
eration of all who wished to study his 
side of the controversy. For the bene- 
fit of the readers of the Journal we 
are quoting immediately below and 
on other pages the substance of the 
committee report and the dissenting 
opinion. 
sO 


OMMISSIONER VAN 

Schaick set forth the views of 
the majority of the Committee by 
releasing the salient points of his 
speech as chairman of that body. He 
said in part: 

“It has been the custom to appraise the 
value of securities carried as assets by 
insurance companies and reported in the 
annual financial statements at the price 
quotations for Dec. 31 in each year as 
reflected by the exchanges. Under ordi- 
nary business conditions this is sufficiently 
accurate. To do so under the unprec- 
edented economic and financial condi- 
tions now prevailing would be unfair and 
inequitable to companies where the busi- 
ness of insurance is prosperous, the man- 
agement competent and honest and the 
investments of high character. The ex- 
ceptional and sensational fluctuations in 
market quotations prevailing during the 
final ‘months of this year make it desir- 
able to abrogate the practice of taking 
the market quotations of a particular day 
as indicative of fair market value. 

“There is ample precedent for such mod- 
ification of the general rule. In 1907 the 
Superintendent of Insurance of New York 
was advised by the Attorney General that 
it was not prescribed by any statute of 
this State that he should appraise the 
securities enumerated in such annual 
statements at the market value prevailing 
on any specified day. The Attorney Gen- 
eral pointed out that if the Superintendent 
were required to arbitrarily appraise 
values prevailing in the market on Dec. 
31, such practice might result in an ap- 
praisal widely at variance with fair mar- 
ket value. 

oy 
” E further pointed out that extraor- 
dinary circumstances such as reck- 
less manipulation of securities, stringent 
monetary conditions or panics might cre- 
ate a temporary market price for a secur- 
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ity at such a low level. as to be utterly 
inadequate to indicate its actual market 
value. That uncommon situations in the 
market might result in the establishing of 
an extravagantly high market price, one 
far in excess of its actual value. The 
National Convention of Insurance Com- 
missioners took the same position in 1907 
and in the years 1907, 1914, 1917 and 1918 
to 1921 adopted as a substitute for the 
actual market quotations on Dec. 31 of 
each of those years various averages over 
a period as a proper standard for ascer- 
taining fair market value. 

“The resolution of the Committee on 
Valuations now presented to the conven- 
tion is nothing more than the adoption 
of a standard during unusual and abnor- 
mal conditions in place of a standard 
which for the time being is inaccurate. 
It is to the interest of the vast army of 
policyholders that the assets backing 
their policies should not be needlessly 
sacrificed. Unless such a pronouncement 
as this is made and adopted by the in- 
surance departments in the various States 
there will be every incentive for compa-, 
nies to dispose of essentially sound se- 
curities forthwith. If that is done the 
situation will be greatly aggravated. This 
wholesale dumping of securities will in 
turn aggravate the existing unsettled state 
of the country’s economic activities. 


“There is nothing new or radical in the 
proposal. The resolution by its terms is 
applicable only to companies whase finan- 
cial condition is such that they do not 
need to resort to an immediate market 
to obtain funds from their securities for 
corporate purposes. In the case of com- 
panies requiring the immediate disposi- 
tion of securities at present prices it is 
recommended by the resolution that the 
discretion of a Commissioner of Insurance 
should be exercised as to the adoption of 
the convention values. 

a> 

iT i — . 

HE New York Department recog- 

nizes that under certain abnormal 
conditions the range of the market over a 
reasonable period is a more accurate guide 
tc fair market value than the prices of a 
particular day. That the present situation 
of the securities market is similar to that 
which led to such conclusion and action 
by the New York Department in 1907 and 
again in 1917. Companies which are fun- 
damentally sound should not be forced 
into an embarrassing position because 
good assets are temporarily frozen. The 
appraisal of securities at less than fair 
market value has a tendency to force 
liquidation at a sacrifice. This is not for 
the best protection of policyholders, which 
is the paramount concern of the Depart- 
ment. 

“The forced liquidation of essentially 
sound companies is a needless hardship. 
The discretion of the Superintendent of 
Insurance in New York will be exercised 


to vary this general formula of average 
values of the National Convention as 
special circumstances demand. Circum- 


stances may arise where the carrying out 
of a company’s contracts requires the 
liquidation of securities to meet its ma- 
turing obligations. In such cases it is 
obvious that the immediate market must 
be used in order that a correct reflec- 
tion of financial conditions be had.” 


QOD 
HE resolution, as adopted by the 
convention with three negative 


votes, follows in full text: 
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Whereas, exceptional fluctuations of 
value of stocks and bonds as reflected on 
the exchanges have led to the i inquiry as to 
whether the market price quotations for 
stocks and bonds on any particular day are 
indicative of the fair market value of such 
securities ; and 

Whereas, under similar circumstances it 
has been the policy of the national conven- 
tion of insurance commissioners to indorse 
and recommend the substitution of the 
range of the market and the average of 
prices thus found running through a rea- 
sonable period of time as a fair basis of 
market value of stocks and bonds: 


Resolved: that the committee on valua- 
tion of securities of the national convention 
of insurance commissioners is of the opin- 
ion that under present conditions the mar- 
ket quotations on stocks and bonds for a 
particular day are not a fair standard for 
the ascertainment of fair market value of 
such securities and recommends as a pres- 
ent substitute therefor the average price 
of stocks and bonds as reflected by the 
exchanges for a range of five quarterly 
periods ended Sept.j 30, 1931. 

Further resolved, that since the fair av- 
erage thus ascertained is approximately the 
closing price of securities on June 30, 
1931, the prices of June 30, 1931, be taken 
as the fair market value during the current 
year and that such#standard be accepted 
for the annual statements due as of Dec. 
31, 1931, except that securities should not 
be valued at more than the purchase price 
if purchased since June 30, 1931. 

Further resolved, that in cases where the 
condition of companies may require the 
immediate disposition of securities at pres- 
ent prices it is the opinion of this commit- 
tee that the discretion of a commissioner 
of insurance should be exercised to vary 
the general formula herein set forth so as 
to adopt the prices then reflected by the 
exchanges. 

Supplementing the resolution as to mar- 
ket values of securities upon an average 
basis instead of the exchange quotations 
of Dec. 31, 1931, it is further 

Resolved that in the valuation of bonds 
which have defaulted in principal or inter- 
est since June 30, 1931, and in the valua- 
tion of stocks and bonds of corporations 
in receivership since June 30, 1931, the 
convention value shall be the exchange 
quotations of Dec. 31, 19314 instead of the 
average value as provided in the principal 
resolution. 

SSA 


OLONEL Dunham in a care- 

fully prepared statement setting 
forth the reasons for his dissent said 
in part: 

“It is legally, as well as ethically, quite 
impossible for me as Insurance Commis- 
sioner of Connecticut to sanction or fol- 
low the course advocated in these resolu- 
tions.” 

The law of his State, he explained, i 
that “each insurance company doing as. 
ness in this State shall annually, on or 
before March 1, render to the Commis- 
sioner a true report * * * of its financial 
condition on Dec. 31 next preceding. 


“This provision, carefully framed, has 
been, as other statutes show, deemed by 
the Legislature necessary for the informa- 
tion and protection of Connecticut policy- 
holders, and the Insurance Commissioner 
has no jurisdiction to absolve any insur- 
ance company from full and complete 
compliance with this statute, if the com- 





pany is to be licensed to do business in 
Connecticut. 


“This report is required to be a ‘true’ 
report, and no financial statement of a 
corporation is true, unless the values both 
of assets and liabilities are correctly stated. 
The report required is not a report con- 
cerning financial conditions ‘during the 
current year,’ except as the result of all 
that has happened during the year affects 
the financial condition of the corporation, 
as shown by a statement of its final finan- 
cial condition at the end of the year. 


“The report required is unequivocally 
defined as a report of financial condition 
as of Dec. 31. There can be no true report 
of the financial condition of an insurance 
company on Dec. 31, unless the valuations 
of its assets at that date are correctly 
stated. 


“The market values at a given time of 
stock (whether common or preferred) 
listed on the New York Stock Exchange 
can generally be taken to be the prices at 
which such securities were freely bought 
and sold at that date. Assets which have 
no quick market and evidences of debt may 
legally need to have the values at a given 
time otherwise ascertained. Our Connecti- 
cut statutes provide that: 


“Any insurance company doing busi- 
ness in this State may, in any report or 
valuation of its securities which it is 
required by law to make, value all of 
its securities having a fixed term and 
rate and not in default as to principal 
or interest and if amply secured, either 
according to the provisions of the laws 
of this State relating thereto or ac- 
cording to the following rule: If pur- 
chased at par, at the par value; if 
purchased above or below par, on the 
basis of the purchase price adjusted so 
as to bring the value to par at maturity 
and so as to yield meantime the effec- 
tive rate of interest at which the pur- 
chase was made; provided the pur- 
chase price shall in no case be taken at 
a higher figure than the actual market 
value at the time of purchase and pro- 
vided the Commissioner shall have full 
discretion in determining the method 
of calculating values according to the 
foregoing rule.” 


“Accordingly in the case of bonds and 
other ‘securities having a fixed term and 
rate and not in default as to principal or 
interest and if amply secured’ I am pre- 
pared to accept a reasonable valuation of 
such securities on a basis compatible with 
the terms of the statute quoted. 


“However, reverting to stocks, it is im- 
possible in the nature of things to know, 
prior to Dec. 31, what the value of stocks 
will be on that date; and any attempt 
before that time to dictate such values 
for the purposes of a true report to be 
made as of that date, is on the face of 
the proceedings utterly futile and illegal. 
This becomes more glaring when it is pro- 
posed to substitute for the true market 
value of such securities on Dec. 31, their 
actual market values on June 30, a date 
six months earlier, since which time mar- 
ket values have substantially declined, in- 
deed so far that many of the leading 
stocks, which have been most sought in 
the past by conservative investors, have 


sold in large amounts at prices only a 
little more than one-half of the quoted 
prices of June 30 * * *. 

“The question presented is not whether 
the market value of stocks on Dec. 31 are 
of the fair market value of 


indicative 
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New York City at Sunset from the Top of the Empire State Building 


such securities, but rather whether the 
adoption of an arbitrary standard will 
comply with the mandatory provisions 
of the law, that the values shown in the 
annual statement shall be the values as 
they exist on Dec. 31. It is not for me 
to say that under present conditions the 
market quotations of stocks for a particu- 
lar date are not a fair standard for the 
ascertainment of fair market value of 
such securities, nor for me to recommend 
as a substitute the average price of stocks 
as those stocks were quoted on the market 
during the five quarterly periods ended 
Sept. 30, 1931, nor to adopt the closing 
price of such securities that existed prior 
to Sept. 30, 1931. The market low prices 
of this year were recorded in October, al- 
though in many issues they are being re- 
peated in the current month of December 
and may or may not go lower. * * * 

“The value of a security in daily ex- 
change, such as listed stocks (whether pre- 
ferred or common) can best be deter- 
mined by what it would cost to replace 
the same on a particular day, and I know 
of no way of establishing that measure 
other than use the figures at which these 
securities were freely bought and sold on 
that date which means market value. 

“The adoption of market quotations of 
an arbitrary date, other than the date 
specified in the law, can only serve to 
confuse, since the mandatory provisions 
affecting particular classes of securities 
and directory formulas set out in the 
statutes, as to these classes, such securi- 
ties would have to be eliminated. The 
directory statutes in relation to amorti- 
zation cover a great deal of the securi- 
ties held by insurance companies. Statutes 
respecting minimum capital requirements, 
where it is provided that these may not be 
estimated above their par value or their 
current market value, seem mandatory, as 
do also statutes which provide that in de- 


termining the condition of a company 
supervising officials shall allow any invest- 
ment in or loan on the stock of another 
insurance company as an asset only at the 
value estimated by dividing the aggregate 
amount of surplus and capital of such in- 
surance company by the number of its 
shares of capital stock issued. 


owe 
6<¢ 4 ‘ * 
HE requirements in respect of 
minimum capital valuations, the 


requirements in respect of holdings of 
stock of other insurance companies, the 
requirements in respect of amortization of 
bonds and other evidences of debt, are a 
matter of law. The elimination of all of 
these items, plus the value of real estate 
holdings, serve to diminish greatly thé 
assets .affected by using market values, in 
so far as such market values are available 
as of Dec. 31. 

“Confusion will be inevitable if the ma- 
jority resolution is adopted, for it excludes 
from June 30 values all securities pur- 
chased since June 30, 1931, and provides 
that they shall be valued at purchase price 
regardless of market values as of Dec. 
31. This means that if the A company 
bought a stock on July 1 at 70; the B com- 
pany bought the same stock in October at 
36; the C company bought it in November 
at 40, and the D company bought it on 
June 29; each of the four companies would 
have a different valuation for the same 
identical stock, for the company which 
bought it on June 29, or prior to that time, 
would value it as of June 30, and the others 
at the date of purchase. I submit in all 
earnestness that if stock is to be valued for 
the D company, which bought it on June 
29 at 72, which was the price of the stock 
on June 30, its value to A, B and C com- 
panies must be the same, notwithstanding 
that the A company bought it during Oc- 
tober lows at 36 and others at different 


dates and at different prices. The only way 
to assure uniformity of value for the same 
stock is by the adoption of value on the 
particular date—Dec. 31, which the annual 
statement requires. 

“The resolution, while probably not so 
intended, plainly states that those com- 
panies which were so farsighted, or fortu- 
nate, as the case may be, to have pur- 
chased securities during the lows of Oc- 
tober, or at any time since June 30, shall 
value them at the purchase price, regard- 
less of market values of Dec. 31. If, as 
all of us so earnestly hope, there may be 
substantial recoveries in values between 
now afid that date, and there have been 
recoveries since the October lows, such 
companies will be deprived of benefits to 
which they are manifestly entitled. * * * 

“It has been whispered that there is a 
strong suspicion that a campaign against 
the majority report on valuations is being 
carried on as an effort to put some of the 
smaller companies ‘on the spot.’ I want to 
enter a most emphatic denial of any such 
intention. Indeed, I do not see how it can 
possibly have that effect. 


DOD 


66°F the ‘smaller companies’ have com- 
plied with the provisions of this law, 
then there has been no marked depreciation 
in the valuation of their securities com- 
parable with that which would naturally 
occur in connection with the larger com- 
panies, which have many times the amount 
of capital and surplus required as a mini- 
mum, and which companies, therefore, 
have greater freedom of investment. 
“There may be exceptional cases in 
which a true report of financial conditions 
would show a lack of financial strength, 
but it is far better that the facts be faced 
and this be cared for before the annual 
statement is rendered. A weakness of 
policy, although an amiable weakness, is 
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still a weakness, and in the long run is 
sure to be harmful. It is far better for 
the interest, not only of policyholders, but 
also of stockholders of an insurance com- 
pany, that actual conditions shall be made 
clear, and an opportunity given to 
strengthen its financial condition, than that 
the company should be encouraged to lin- 
ger along limpingly in disregard of the 
realities of the situation. 

“Some insurance companies during pe- 
riods of extraordinary prosperity found 
themselves maintaining surplus in excess 
of the necessary requirements, and, very 
properly under the then existing condi- 
tions, declared stock dividends out of this 
excess surplus. If a company now finds 
that by reason of the present conditions, 
the present surplus is seriously affected, 
the proper method for the company would 
be to reform its capital structure and re- 
turn to surplus that which was taken away 
from it. 

“The ethical responsibilities of the in- 
surance commissioners of this country in 
the matter are serious. Nor are they to be 
escaped by reference to past precedents. 
There is a growing conviction in the minds 
of thoughtful people that it has become 
essential to the creation and support of a 
sound commercial life, that there be a care- 
ful insistence on the absolute integrity of 
financial statements of corporations. 

“T conclude this minority report by sug- 
gesting for the consideration of other in- 
surance commissioners, the following 
thought: Any approval by them. without 
any jurisdiction to do so, of an illegal re- 
port of the financial condition of any in- 
surance company on December 31st next, 
will be of no effect in protecting such com- 
pany. It would be a source of genuine 
chagrin to them if, by their illegal un- 
authorized action, they should get insur- 
ance companies or their directors into 
serious trouble.” 

The net effect of the controversy is 
that the prestige of Convention ap- 
proval is behind the resolution as 
adopted, but each Commissioner may 
decide for himself what course his 
department may take. 

Herbert L. Davis, Superintendent 
of Insurance for the District of Co- 
lumbia, said in an interview that he 
had voted against the resolution be- 
cause he is sponsoring a “blue-sky” 
law for the District of Columbia and 
did not want to be placed in a position 
of advocating any sort of fictitious 
security values. 

The Mississippi Commissioner, Ben 
S. Lowry, announced that his state 
would require Dec. 31st valuations 
and Commissioner H. J. Mortensen 
of Wisconsin stated that he had voted 
against the resolution for the reason 
that in his opinion companies should 
determine their own basis of valua- 
tion in preparing their statements, 
subject upon filing to the approval 
or disapproval of the Commissioner, 
who, without beforehand having com- 
mitted himself to any course of action, 
could then exercise discretion. 

George A. Bowles, Deputy Com- 
missioner of Virginia, did not vote, 
since the decision in his State must 
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be made by the State 
Commission. 


Corporation 


Ss> 


The Fire Insurance Committee au- 
thorized the appointment of a sub- 
committee headed by Commissioner 
Dunham, of Connecticut, to study a 
classification basis proposed by Com- 
missioner H. J. Mortensen, of Wis- 
consin. Another group is to inquire 
into the question of whether the new 
proposed “householder’s personal 
property floater” of the Inland Ma- 
rine Underwriters Association in- 
trudes on the fire and casualty fields. 
Superintendent George S. Van 
Schaick, of New York, was named as 
chairman of this subcommittee. 


The Committee on Standardization 
of Agents’ Applications and Licenses 
reported that it would compile data 
and distribute it‘as a preliminary to 
consideration at the next meeting. 


HE convention adopted an out- 

line of procedure for the calling 
of examinations. Included among 
the provisions were the following: 
_ (1) That the chairman of the examina- 
tions committee keep a record of the date 
of each examination of each insurance 
company doing business in more than one 
State and if the commissioner of the home 
State of any such company fails or re- 
fuses to cause an examination to be made 
at least once in every five years the com- 
mittee chairman shall call a convention 
examination after notifying the commis- 
sioner of his intention to do so. 

(2) The insurance commissioner is to 
notify the chairman of the examinations 
committee when he desires a convention 
examination of a company of his State, 
the examination committee to select the 
States to participate in the examination. 

(3) A commissioner of a nonresident 
company doing business in his State may 
seek permission to make a separate ex- 
amination. 

(4) Examination reports are to be filed 
with each State in which a company is 
licensed. 

(5) Acceptance of a report by the States 
constitutes acceptance by the examina- 
tions committee. 

(6) The chief examiner is to be desig- 
nated by the commissioner of the com- 
pany’s home State. 

(7) No actuary or accountant connected 
with an insurance company shall partici- 
pate in an examination. 

(8) The chairman of the examinations 
committee is to report the names of all 
companies examined, who participated and 
what charges were imposed. 

The committee was continued to 
permit it to consider the matter of 
examiners’ qualifications. 


HE following report of the Fire 
Insurance Committee, involving 
the approval of twenty-six new classi- 
fications of risks, was adopted : 
“Resolved, that the National Convention 
of Insurance Commissioners approves and 
recommends to the several State insurance 
departments requiring classification of fire 





hazards as rearranged in the light of ex- 
perience upon a basis national in character 
and approved by the National Board of 
Fire Underwriters; and 

“That the Convention again approves 
and recommends that the States requiring 
classification use the actuarial bureau of 
the National Board of Fire Underwriters 
so far as applicable for the compilation 
and filing on a uniform basis, in the inter- 
ests of accuracy, economy and promptness.” 


QD 
34 States DESPITE the de- 
Represented pression, which has 


doubtless reduced the 
generosity of the expense accounts, 
there were thirty-four states repre- 
sented either by commissioners, 
deputy commissioners or actuaries, 
and in some cases by several of the 
staff. If anything differentiated this 
meeting from former ones, it was in 
the serious attitude with which the 
members of the Convention went 
about their work in committee meet- 
ings. It has long been a source of 
admiring wonder that these heads of 
departments can preserve such a 
genial demeanor when often the 
specter of impending changes in the 
political aspects of their state govern- 
ments operates to keep a sword of 
Damocles hanging over their heads 
much of the time. 

At any rate there was no lack of 
department executives to consider the 
many important matters which were 
called up for discussion and the record 
of the 1931 convention will doubtless 
stand out in the history of the organ- 
ization as one of the most important 
in years. 

DOD 


Ladies NOT so many ladies as 
usual were at the conven- 
tion but the few who came did much 
to relieve the dull monotony of insur- 
ance masculinity. Mrs. Fitzgerald 
was there to see that the redoubtable 
“J. J.” protected himself enough from 
the heavy thinking of convention mat- 
ters to the extent of getting the proper 
amount of recreation on Broadway 
and in the shops on Fifth Avenue. 

Mrs. Howard P. Dunham, wife of 
the Colonel Commissioner from Con- 
necticut, with her mother Mrs. Rob- 
bins, who by the way is the most 
vitally alive lady of her years it is our 
pleasure to know, were much more 
personifications of June 30 than of 
December 31 dating. 

Things which transpired in the an- 
nouncement anent the next meeting 
of the Commissioners in the South, 
as explained farther along in these 
notes, will doubtless result in wives 
being impelled by various considera- 
tions to go along on the trip to Dallas, 
etc. next fall. 


(Continued on Page 29) 




















When an Honest Worker Is Out of a Job, for Whatever Reason, 
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Then Practical Economics Is Out of Joint 


A Challenge to Organized Business 


Society Now Asking the Leaders of the World of Commerce How the 
Problems of Old Age and Unemployment are to be Met 


HEN the Mayor of a_large in- 
dustrial city wherein 160,000 
are unemployed forcefully asserts in 
a radio address that “unless funds are 
procured immediately to aid the thou- 
sands seeking relief daily on account 
of unemployment, there will be a con- 
dition whereby it will be necessary 
to call upon the State militia to pre- 
serve order,’ thinking men and 
women cannot ignore the warning. 
Jeremiahs have ever been unpopular. 
3ut when anyone who cares to do so 
may personally witness the financial 
distress and the economic hardships 
of multitudes, can see hungry and 
ragged children welcoming the privi- 
lege of going to school because food 
and warmth are there, and can watch 
their ragged and hungry parents seek- 
ing work, willing to do anything, but 
finding no jobs, he can readily under- 
stand why desperation follows cold, 
hunger and discouragement. After 
all, self-preservation is the first law 
of life. And the most highly educated 
and cultured of mankind revert to 
the methods of their barbaric fore- 
fathers when they and their offspring 
are deprived of the bare necessities 
of existence. 
By innumerable means and from 
every side the human suffering of the 
present business depression is being 


By DAVID McCAHAN 


Assistant Professor of Insurance 
Wharton School of Finance and Commerce 
University of Pennsylvania 


burned into the consciousness of the 
public. And for decades to come, the 
year 1931 will stand out as a period 
during which great masses of Amer- 
ican citizenry awoke to the stark re- 
ality that civilization had progressed 
immeasurably in many directions but 
had not yet faced squarely its respon- 
sibilities for safeguarding the worker. 
The people see overproduction of 
basic foodstuffs and raw materials 
with resultant low prices, and the 
Federal government throwing hun- 
dreds of millions of dollars into the 
scales to keep them from going lower. 
At the same time they note a highly 
organized transportation system ade- 
quate to carry those supplies in a few 
days time to any nook or corner of 
this country; plants and equipment 
which are idle or operating on part 
time; great abundance of technical 
skill; and millions of hands wanting 
to work so that these very commodi- 
ties may be transformed into the 
food and the clothing, the bare ne- 
cessities and some of the comforts of 
human existence. Even the most un- 
observant are prone to wonder what 
ails our economic society when such 


conditions prevail. And the stars 
must stop in their courses and wrig- 
gle with amusement when they gaze 
down on this civilization which points 
with pride to the scientific research, 
the industrial achievements, the com- 
mercial progress which have been 
primarily directed to the production 
of commodities as if that were the 
end of life in itself, and have ignored 
the purpose for which those same 
commodities have been produced. If 
only a fraction of the time and en- 
ergy devoted to production had been 
directed to an effective plan of dis- 
tribution and consumption, this need 
not have been. 


AN 


es 


 : where does the 
blame lie? With employees, em- 
ployers or the government? An ex- 
amination of underlying factors in- 
dicates it is joint. In attempting a 
solution, let us consider first the case 
of the employee. 

A worker who is reasonably ca- 
pable, honest, intelligent and indus- 
trious is nevertheless subject to four 
outstanding hazards from which he 
and his family may suffer. He may 
die before acquiring an estate suffi- 
cient to support his widow and raise 
his children. He may become dis- 
abled before accumulating such a 
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competency and thus further compli- 
cate the family finances. Although 
able bodied, he may lose his job, Or 
he may lose his job because of hav- 
ing outlived his usefulness. But 
whether the cause of his financial 
troubles be premature death, physical 
disability, unemployment or old age, 
the fact remains that the earning ca- 
pacity which represents his economic 
value has either not been safeguarded 
against loss or has not been properly 
distributed to best meet his needs 
and those of his dependents. The 
only solution to this is thrift, whether 
it be by savings and insurance or by 
savings through insurance. The un- 
realized earning ability of an indi- 
vidual should be insured against ex- 
tinction through disability or death 
just as the unrealized earning ability 
of a building or machine is protected 
against destruction by fire. And this 
should be coupled with a plan by 
which funds are accumulated to 
spread over a period when earned in- 
come stops because of unemployment 
or old age. 


The latter problem is that which 
Joseph faced. He took the excess 
crops of the good years and spread 
them over the lean years. But most 
members of the laboring classes 
haven't the foresight or the business 
acumen of Joseph. Like the inhab- 
itants of Egypt, they need some in- 
centive and a certain element of com- 
pulsion. Consequently, while a busi- 
ness or professional man with a 
larger income may have the means 
and see the wisdom of establishing a 
personal financial program which will 
hedge him and his family against 
these financial disasters, only the most 
irrepressible optimist will ever ex- 
pect the great masses to be as thrifty 
and as foresighted. For standards of 
living are forever treading upon the 
heels of wages if not actually running 
ahead. And it is human nature to dis- 
count the needs of the future and 
compound those of the present. 


But what each individual may not 
do voluntarily may sometimes be ac- 
complished through his employer. 
Thus, we find that during less than 
two decades, the amount of group life 
insurance on millions of employees 
in commerce and industry has in- 
creased until it now exceeds ten bil- 
lions of dollars. Most of this is paid 
for by joint contributions. We thus 
have a condition where employers 
and employees jointly are now pur- 
chasing under this one type of cover- 
age alone a volume of insurance 
which is just about equal to all the 
life insurance in force in this country 
at the beginning of the century. Mu- 
tual aid, benefit or relief associations 
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or group disability insurance, sup- 
ported jointly by men and manage- 
ment, have attempted to meet the 
financial problems arising from sick- 
ness or injury. Compulsory work- 
men’s compensation insurance has 
helped to solve the economic hard- 
ships of industrial accidents. Group 
pension plans and scattered private 
unemployment insurance programs 
have been set up for individual 
plants. But organized business as a 
whole has not formulated a construc- 
tive policy towards such measures so 
that workers may pursue their way 
through life confident in the assur- 
ance that thrift, initiative and honest 
endeavor will maintain the ship of 
their family finance on an even keel 
and that they need not be continually 
dreading shipwreck on the four rocks 


of disaster, 
DS 


OO often, plans of the kind men- 

tioned have been adopted either 
as charitable measures or as a means 
of reducing labor turnover. The usual 
industrial pension plan is in point. An 
employer says to his workmen, “If 
you have been in our service at least 
30 years, if you attain to 70 years of 
age, if we have decided not to dis- 
charge you in the meantime, and if 
we are in a financial position to do so 
when you reach age 70, we will pay 
you a stipulated p&fsion.” “If—if— 
if.” The old, loyal, industrious work- 
er who has been with the concern 
since “Grandpa started it back in the 
80’s” may be able to enjoy the de- 
clining years of life under such a sys- 
tem. But just what proportion of 
our laboring population could qualify 
under it? Businesses come and go, 
and employees go‘4lso whether or not 
they are disposed to stay. And even 
in those old, established plants which 
remain, employees likewise come and 
go for the windows of the house 
across the valley are made of gold, 
and the prospect of a little gold com- 
ing in periodically after age 70 
doesn’t bind the younger men to their 
employer very strongly. True, this 
is a step forward but however much 
it may flatter the self-esteem of the 
employer who has thus taken care 
of “old Bill Smith,” it fails to reach 
the heart of the problem. 


3ut what else can you do? In the 
first place, forget about the idea of 
using pensions to tie the worker to 
his job. Let him carry his pension 
rights with him from one employer to 
another, allowing the pension rights 
for each year of service to stand on 
their own feet, with only enough 
qualifications to eliminate the habitual 
“floater.” Secondly, have the pen- 


sion benefits administered by a recog- 





nized insurance company which con- 
forms to all the insurance laws of the 
state and is admitted to do business 
therein. The only exception to the 
latter should be in cases of very large, 
and financially responsible corpora- 
tions, and even then their insurance 
activities should be regulated and 
supervised by the state. And finally, 
make the plan contributory so that 
the worker is given an incentive to 
help himself but put certain restric- 
tions upon withdrawals so that the 
ultimate aim is not defeated. Ex- 
pensive? Well, if an employee age 
30, with an annual income of $1,500, 
and his employer should each con- 
tribute 3 per cent of that income 
every year to a fund which would 
accumulate at 4 per cent compound 
interest, a pension of about $1,150 
annually starting at age 70 could be 
promised with which could be coupled 
an agreement promising return of all 
contributions and interest in case of 
death, withdrawal or disability. 


The specific details which should 
be embodied in a sound plan do not 
here concern us. From a financial 
standpoint, it is entirely practical 
although it is true that accrued lia- 
bilities for prior service always com- 
plicate the problem for an old, estab- 
lished company with a personnel built 
up over many years. 


SYS 


S such a contribution by the em- 

ployer a deferred wage and there- 
fore paternalistic? Or is it charity 
and therefore pauperizing? The 
writer thinks neither. On the con- 
trary, it is an expenditure to increase 
production which it does by freeing 
the mind of the worker from old age 
worries and thus enabling him to con- 
centrate more intensively upon his 
daily tasks. The good will and coop- 
erative spirit of employees are in- 
tangibles, it is true, but it is easy to 
conceive that they may increase the 
efforts and resultant production of 
workers by much more than 3 or 5 
per cent. Progressive employers rec- 
ognize that group insurance, safety 
and health measures as well as other 
means which have been adopted to 
put a heart into industry have borne 
rich fruit and it is not unreasonable 
to assume that extension of a pension 
plan under the principles enumerated 
would be any less worthwhile. Cer- 
tainly the Standard Oil Company of 
New York was not altogether altru- 
istic in adopting the group life, dis- 
ability and retirement system recently 
announced. 


If it is possible for employers and 
employees to accumulate a fund for 
use during the non-productive twi- 











light of the latters’ lives, it is just as 
feasible for them to accumulate one 
during the full years of prosperity to 
level out the lean years of depression. 
The principles involved are identical 
for the problem is that of distributing 
a human earning capacity equitably 
over all the years of life. Individual 
companies, as the General Electric 
Company and the Dennison Manu- 
facturing Company have pioneered in 
this direction but protection against 
the hazard is in an even more embry- 
onic stage than any of the other three 
for unemployment insurance does 
raise a number of very intricate prob- 
lems, particularly because of techno- 
logical changes and the relative im- 
mobility of labor. 


These hazards of the working man 
are all bound up together. And the 
effects of all are accentuated in a 
period of business depression since 
the loss of a job not only affects a 
worker and his immediate family but 
also the orphans, the disabled and the 
aged who are dependent or partially 
dependent upon him for support. It 
follows, therefore, that a solution of 
society’s present problem necessitates 
a broad program which contemplates 
all these risks. 


Organized business must go even 
further. Payment of compensation 
benefits in case of an industrial acci- 
dent is not the only obligation of an 
employer. His primary duty is to 
prevent the accident in the first in- 
stance. As one insurance company 
expresses it, prevention is a benefi- 
cence, payment but an apology. The 
same is true as respects unemploy- 
ment. To accept the dictum that it is 
inevitable and that the course of pro- 
duction cannot be controlled is to re- 
sign oneself to a fatalistic philosophy 
which denies all the facts of experi- 
ence in other fields. ‘“‘Accidents will 
happen,” said the pessimist, but the 
United States Steel Corporation re- 
duced its serious and fatal accidents 
60 per cent and its other accidents 80 
per cent over a period of years. “A 
life for every story” was once the 
slogan of the construction industry, 
but this is fading into oblivion as 
building contractors awake to the ter- 
rific toll of human life chargeable to 
their indifference. “The safe factory 
is the efficient factory,” says the 
American Engineering Council and 
there is every reason to believe that 
the factory and industry wherein pro- 
duction is intelligently controlled may 
be the most efficient and the most 
profitable for its owners. For it costs 
money to have a plant shut down even 
if most employees are taken off 
the payroll. Hurricanes cannot be 
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prevented, but residents of Miami 
will tell you that their destructive ef- 
fects upon buildings may be mini- 
mized by proper construction and 
that their financial effects may be off- 
set by insurance. Prevention of loss 
and insurance against its financial 
consequences go hand in hand. Or- 
ganized industry must plan for both. 
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health insurance benefits provided by 
the state do not afford the solution. 
On the contrary, they are apt to add 
irritation to a situation already suffi- 
ciently aggravated, and further to 
postpone the day when a sound solu- 
tion may be reached. The activities 
of the government should be confined 
to regulation and supervision of pri- 


There Is Something Wrong with a Business System When for Every Job Available 
There Are Dozens Who Need the Work 


HAT about the government? 

Where does it fit into the pic- 
ture? In times like these, there is a 
growing disposition to place the 
whole burden on the shoulders of the 
public generally through the govern- 
ment, but with that the writer does 
not agree. Recognition of a serious 
problem and its social significance by 
no means implies an acknowledgment 
that the solution must be a political 
one. In the author’s judgment, old 
age pension, unemployment and 


vate insurance plans which may be 
adopted by industry or to the long 
range planning of public works in 
order to alleviate the influence of a 
recession in business. Beyond that it 
would seem it should not go unless 
organized business fails to recognize 
its social responsibilities in which 
event some compulsion may be neces- 
sary as was the case with workmen’s 
compensation benefits. An exhaus- 
tive discussion of the pros and cons 
of state insurance operations is be- 
(Continued on Page 18) 
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Undesirable Underwriting Phases 


Pointing Out Serious Faults Both In Theory and Practice 
Which Call for Immediate Attention 


T has repeatedly been stressed, 
during recent days, by those qual- 
ified to express dependable, well- 

matured views on the subjects, that 
twisting and switching, particularly 
with respect to some life insurance 
contracts, are flourishing, nefarious 
practices, not, in any sense, condoned 
by first-class companies. It is evi- 
dent, however, that with some insur- 
ance companies, unwarranted, exces- 
sive appraisals and erroneous valua- 
tions are inseparably connected with 
investment schemes which developed 
to such large proportions during the 
height of our prosperity. Such rep- 
rehensible practices should be eradi- 
cated, by appropriate legislation if 


needful, after which it 
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Mr. Davis has had an extended 
experience in administering laws 
pertaining to Insurance and Bank- 
ing. As Referee and Master in 
Chancery he has aided in the settle- 
ment of some of the most notable 
estates. He is the author of the 
treatise, Legal Accounting and 
Court Auditing, and is a member of 
the faculty of the National Univer- 
sity Law School, Washington, D. C. 








Mortgage Loans By Insurance 
Companies 
HE tide has turned and prosper- 
ity has its hand outstretched and 


instead of hearkening to cowardly 
fear. Now, let us fully eliminate a 
potent investment evil, which fat- 
tened and grew opulent during our 
prosperous years, and has proven a 
terrific burden during our lean days. 


Reference is specifically made to 
conditions affecting the extensive 
loans made by some insurance com- 
panies on improved realty, wherein 
fraudulent appraisals have resulted 
in extensive losses during the recent 
past, especially to several insurance 
companies, the largest group of lend- 
ers on improved real estate. Policy- 
holders eventually pay these heavy, 
avoidable losses. Thus, it is urgent 
and necessary that effec- 








will be reasonable to be- 
lieve, and it will be wise 
to believe that the year 
1932 will be, in every 
way, better and more 
prosperous than the year 
1931. Mere exposure to 
knowledge does not cre- 
ate wisdom. In fact, the 
frank admission of one’s 
ignorance has often 
proved to be the veritable 
stepping stone to wis- 
dom. Everyone is capa- 
ble of benefiting by the 
unfortunate experiences 
of others. Yet, it has 
been said that “Experi- 
ence cannot be procured 
on the bargain counter,” 
indicating that experi- 
ence is one commodity 
that is not subject to ac- 
quisition through cut- 
rates or rebating. 


We have been admon- 
ished by one of the deans 
of the financial fraternity 
to “Do your best with 
what you have, where 
you are.” True optimism, 
abundant faith in our in- 
stitutions, faith in the 
future make it clear, that 
we, who are charged with 
public duties and occupy 











tive work be done to ac- 
quaint executives of in- 
surance companies, pass- 
ing upon mortgage loans 
of the cogent fact that a 
vast difference exists be- 
tween slip-shod work 
and dependable struc- 


tural details, combined 
with high grade mate- 
rials. 

DSS 


Structural Assurance 
XPERIENCE 
proves that, not in- 

frequently, loans are 
based upon the size of 
the buildings rather than 
upon their quality. In 
several instances, appli- 
cants for loans who in- 
formed the loaning off- 
cers of the amounts 
which they expected to 
secure, based upon speci- 
fications requiring mate- 
rials harmoniously — se- 
lected for long service 
and hard usage com- 
bined with low upkeep, 
have been advised to go 
to other architects or to 
obtain bids from other 
contractors naming, in 
sach instance, individ- 
ual firms or corporations 














the Temple devoted to 
Justice, Finance and In- 
surance should make and 
keep that temple clean 
and wholesome, and not. suffer 
strangers to do the housecleaning.’ 


Drawing by Dom J. Lavin 


HERBERT L. DAVIS 


Superintendent of Insurance, District of Columbia 


ready to knock at the door, and will 
surely enter if we but heed the signal, 


that have either designed 
or built structures of 
similar size, but at lower 
cost. Loaning officers 
have in this manner actually de- 
(Continued on Page 18) 
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By No Means All Property Covered by a ‘‘Marine Floater Policy’ Is Ever Afloat 


Multiple Location Risks 


Problems Arising from the Efforts of the Interstate Underwriters Board 
to Provide a Substitute for the Marine Floater 


ARL MARX, whose very name 

is anathema to most American 
business men, was the first to teach 
that all political, social and religious 
movements have their roots in eco- 
nomic conditions. He attributed al- 
most every revolution against estab- 
lished government, every war, every 
migration, to changes in the financial 
well being of the nation, to threats 
against its trade and commerce or to 
economic oppression of the mass of 
the people. We are not prepared to 
argue the influence of economics in 
these general fields but it is evident 
that insurance is controlled and modi- 
fied by the needs and demands of com- 
merce and industry. As a case in 
point we present the story of the 
Interstate Underwriters Board, dis- 
cussing briefly its history, its present 
status and possible future develop- 
ments. 


The Interstate Underwriters Board 
was organized to provide a legitimate 
and controlled method of writing in- 
surance in the way that big business 
wanted it written. The immediate 
cause of its foundation was the loss of 
multiple location business by fire 
underwriters to their marine brethern, 
who capitalized on the greater flexi- 
bility in forms and rates possible un- 
der marine contracts. The purpose of 


By 0. B. SERVER 


the I. U. B. was twofold: (1) to 
drive the marine underwriters back 
to their original fold and erect a 
barrier which would prevent them 
from further raids; (2) to provide a 
satisfactory substitute for the marine 


floater, which seemed about to pre- 


empt the multiple location field. 


The marine underwriters had 
evolved floater policies for multiple 
location risks because the fire under- 
writers provided makeshift protec- 
tion under the original forms in a way 
which made necessary an enormous 
amount of detail work by the insured 
if he were to be sure of his protection. 
Consider for a moment the develop- 
ment of the fire insurance contract 
and its application to modern com- 
merce. 


In many of the States the use of a 
standard fire policy is made manda- 
tory by the legislature, and where no 
standard policy is required the com- 
panies use the regular one just the 
same. The contracts required differ 
slightly in their wording and condi- 
tions but all insure a named individual 
against direct loss or damage by fire 
to certain described property at a 
named location. A form is then at- 


tached to the standard policy which 
describes the property in detail and 
tells where it is located, including such 
other modifications of the terms of the 
standard policy as are permissible 
and advisable. The variations among 
such forms are countless, since they 
are the medium through which the 
rigid ,standard policy is adopted to 
meet the circumstances of the individ- 
ual risk. The Household Furniture 
Form, is perhaps the most common 
example. 
Qonm> 

F the person taking out the insur- 

ance Owns property at a number 
of different locations he may secure a 
separate policy for each place. Build- 
ing and contents, even though owned 
by same individual, are often insured 
on individual policies, because of the 
difference in the rate and local rules. 
The insured, however, may wish to 
simplify his insurance affairs by hav- 
ing only one policy, with a form broad 
enough to include all property at all 
locations. Such a policy may be writ- 
ten at an average rate if the insured 
will file a schedule of the values at 
each location. The insured then has 
one policy and one rate. The pro 
rata distribution (average) clause is 
always attached to such a policy, lim- 
iting the recovery for loss at any one 
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location to the propo: von of the in- 
surance that the values « that location 
bear to the total values. When such 
a policy is written “bhi: et,” which 
means that the insurance’ is written 
for one sum and covers \1p to that 
amount at any of the locats. ms named, 
the 90% or the 100% coinsurance 
clause must be attached to the policy. 
In order to obtain a blanket form at 
an average rate the insured was 
forced to carry insurance up to the 
full value of the property or take the 
chance of being forced to contribute 
to any loss to the extent, in percent- 
age, he was deficient. If the values of 
the property fluctuated it was neces- 
sary to make constant adjustments in 
the amount of insurance, or half the 
time the insured would be paying for 
insurance that was not needed and 
the other half the insurance would be 
inadequate and the insured would be 
forced to contribute in the event of 
loss. 


Consider, for example, the plight 
of a furniture distributor who has six 
different warehouses in as many 
cities. The average value at all loca- 
tions during the year will be $1,000,- 
000, with a fluctuation between 
$750,000 and $1,500,000 during the 
year. If he insures under a blanket 
form for $1,000,000 he should have 
the policy endorsed as soon as an in- 
crease in value occurs. Let us sup- 
pose that he fails to do so and that a 
fire destroys his Chicago warehouse, 
containing $500,000 in furniture, at 
a time when his total values are 
$1,500,000. Under the operation of 
the pro rata distribution clause he 
can only recover the proportion of 
the insurance which the value at the 
location of the fire bears to the total 
values. Here % of the insured prop- 
erty is located at Chicago, so only 
$333,333.33 can be recovered, even 
though a total loss of $500,000 has 
occured. If a small loss of $50,000 
occurs the insured would be penalized 
by the 90% coinsurance clause (al- 
ways attached to such a policy) and 
could only recover 100/135ths of his 
loss, or $37,037. (90% of $1,500,000 
is $1,350,000, or the amount of in- 
surance required by the coinsurance 
clause. Recovery is limited to the 
percentage of loss that the amount 
of insurance carried bears to the 
amount required by the coinsurance 
clause). 


These are the unfortunate results 
that would follow a failure to increase 
the limits of the insurance as the 
values increase. Usually, however, 
the distributor will see that his poli- 
cies are properly endorsed to give 


him coverage up to $1,500,000. Then 
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a slow but steady drain on the stock 
begins and the value melts away. 
Lulled to inactivity by the knowledge 
that there is adequate insurance, no 
one bothers to have the insurance re- 
vised and at the end of the year the 
president may suddenly discover that 
he has continued to pay premiums on 
$1,500,000 in merchandise when there 
was only $750,000 in stock on hand. 


The distributor is, therefore, caught 
between the devil of under insurance, 
with its high penalties in case of loss, 
and the deep sea of over insurance, 
with consequent premium for un- 
needed coverage. He can only avoid 
them both by ceaseless vigilance. 


These methods of writing insur- 
ance were adequate to the needs of 
business for years. Within the last 
two decades, however, we have wit- 
nessed a great change in business 
methods. There has been a sweeping 
movement toward great corporations 
operating on a national or regional 
scale. The day of the small store- 
keeper or manufacturer seems to have 
passed, despite the protests of the 
crusaders for individualism in busi- 
ness. The new era had its most pro- 
nounced manifestation in the field of 
merchandise distribution, with the 
chain stores yearly assuming a more 
commanding position. 


The result of this trend was the 
development of companies of all 
kinds which controlled merchandise 
in a large number of locations, such 
as branch warehouses, divisional dis- 
tribution points or retail outlets. Such 
concerns considered the old methods 
of writing business (previously de- 
scribed) inadequate. Separate pol- 
icies covering the buildings owned 
by them were satisfactory but such 
individual policies covering stock 
would result in an enormous amount 
of detail work, due to the con- 
stant checking of value necessary. 
A schedule of all the buildings could 
be prepared if it was desired to write 
a blanket policy at an average rate. 
The constant fluctuations in stock 
values at the different locations pro- 
vided the real difficulty, aggravated 
by the fact that a single policy would 
have to conform to all state laws re- 
garding underwriting, phraseology 
and resident agent signatures. 


The enormous values to be insured 
by a big chain store system or some 
other national concern made the pre- 
miums a prize well worth winning. 
The marine underwriters, in most 
cases writing contracts in the very 
companies that could not provide 
suitable protection under the fire 
policy and fire forms, devised a ma- 





rine floater that would cover all mer- 
chandise everywhere, including in- 
surance against _ transportation, 
tornado, and other perils as well as 
fire. The marine underwriters were 
also free to determine the rate on 
each risk on the basis of their under- 
writing judgment, while the fire in- 
surance rate was set by a bureau 
maintained by all the companies. As 
a natural consequence the marine 
floater was superior to any coverage 
offered by the fire companies in con- 
venience, in coverage and in rate. The 
amount of business written by the 
marine underwriters on multiple loca- 
tion risks steadily increased. 


Oony 


HE greater part of all marine 

insurance, both ocean and inland, 
is written by fire companies. The 
marine underwriting is in the hands 
of a separate department, however, 
or is turned over to an underwriting 
agency which is given complete 
authority. As a result the biblical 
admonition about concealing the ac- 
tivities of one hand from the other 
is often followed in the conduct of 
an insurance company and sometimes 
the company is in competition with 
itself. Many fire companies have no 
marine department or marine under- 
writing facilities and they were deeply 
distressed at the drift of premium 
income to the marine companies. 
Some action was necessary and the 
General Cover contract was devel- 
oped and offered to the public. 


The General Cover contract is an 
open binder for insurance on a num- 
ber of different locations. The in- 
sured files a schedule of the different 
locations to be covered and the actual 
present value of the stock at each 
location, together with the probable 
maximum values at the different lo- 
cations and the probable maximum 
amount needed on any other location 
which might be established during 
the year. 


The General Cover contract, which 
the insured receives, states that the 
company has assumed liability for all 
direct loss or damage by fire to the 
property described in the form. A 
total limit of liability is stated, as well 
as a maximum limit for any one loca- 
tion. Underlying policies are then 
issued in each state to comply with 
all the state regulations. These poli- 
cies are retained by the company and 
any detail work pertaining to them is 
handled by it. 


The insured pays the company a 
deposit premium, consisting of the 
sum of the premiums on the values at 
the different locations at the date of 
issuance, figured at the regular rate 











for each location, in accord with local 
rules. This premium is then adjusted 
at stipulated intervals in accordance 
with the insured’s regular reports. 


The General Cover contract, writ- 
ten in this manner, provided a much 
better way of handling insurance on 
stock at multiple locations than the 
previous fire forms. Using it the fire 
companies managed to hold some of 
their business and it was widely 
adopted, particularly on risks too 
small to warrant a marine floater. 
The marine competition still proved 
too powerful, however, principally 
because of the fact that the marine 
floater was written at an average rate 
and that rate would be cut to any level 
necessary to secure the business. 


Say 


EALIZING that the General 

Cover Contract did not fully meet 
the situation the fire insurance com- 
panies spent two years in study and 
discussion, which culminated in the 
formation of the Interstate Under- 
writers Board. To understand this 
organization and the manner in which 
it was able to bring order out of 
chaos in this field we must realize that 
inland marine insurance in this coun- 
try is almost entirely in the hands of 
the fire insurance companies. When 
the majority of the stock fire insur- 
ance companies became members of 
the Interstate Underwriters Board 
and agreed to maintain the distinc- 
tion between fire and marine cover- 
ages laid down by it the problem was 
apparently solved, if the companies 
were acting in good faith. The or- 
ganization of the Interstate Under- 
writers Board was announced in 1929, 
the Board starting operations on July 
10. Its purposes, as declared by Mr. 
John Dumont, its Manager, were as 
follows: 


1. To define and maintain a definite line 
of demarcation between fire and marine 
insurance, because of the encroachment on 
the fire business by the writing of strictly 
fire lines under marine contracts. 


2. To provide means whereby those 
companies which desire to share in the 
business of multiple location risks might 
do so under proper control and supervision, 
while still living up to obligations imposed 
upon them by state law. 


3. To bring back to companies desirous 
of doing business in an orderly manner a 
large amount of the country’s greatest 
business which either was written or was 
rapidly being written by companies willing 
to compromise with ethics and disregard 
state laws. 


4. To give the local agent the same op- 
portunity enjoyed by the largest city broker 
to write this class of business under uni- 
form and practical forms and a uniform 
method of rating. 


5. To meet legitimately the insistent de- 
mand of modern business and industry for 
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a flexible insurance contract which would 
provide protection automatically on stocks 
of merchandise or other goods whose 
values fluctuate from time to time during 
the year.” 
DOD 
What It Is 
HE Interstate Underwriters is 
an organization of fire insurance 
companies. It is not an underwriting 
pool but merely prepares rates and 
prescribes forms for the writing of 
multiple location risks located in 


Multiple Location [nsurance Demands Close 
Attention by Qualified Advisors 


more than one state. In the words of 
Mr. Dumont “The I. U. B. is not 
writing or soliciting any business on 
its own account nor for its member 
companies. It is merely a clearing 
house and service bureau, set up pri- 
marily to stabilize business which, 
for years, has been in a state of tur- 
moil.”’ The intention of its founders 
was to prevent internal competition 
and rate cutting. Each member com- 
pany writes its policies separately, but 
at the average rate determined by the 
I. U. B. and using its forms. In order 
to obtain a rate the agent or broker 
must submit a signed letter of author- 
ity from his insured together with a 
statement of locations with values at 
each. 


The forms which the Interstate 
Underwriters Board issued will be 
treated at length in the next issue. 
They provide adequate protection on 
fluctuating stocks of merchandise lo- 
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cated at a number of locations in 
different states. Let us consider 
briefly the reaction of the insurance 
business generally to the Interstate 
Underwriters Board and the extent 
to which it has accomplished the pur- 
poses for which it was organized. 

The Interstate Underwriters Board 
has been the subject of bitter attacks 
by local agents almost from its incep- 
tion. These attacks have been gen- 
erally based on the fact that the un- 
derwriting facilities offered by the 
I. U. B. are much more suited to the 
metropolitan broker than to the local 
agent, and there has been a distinct 
shifting of business to the big city 
producer. It is obvious that the ex- 
ecutive offices of most of the large 
corporations whose insurance needs 
are best served by the I. U. B. forms 
are almost always in one of the large 
cities. Consider, for example, a chain 
store system located in Chicago, with 
most of its units in the Middle West. 
It has 10 branch warehouses in six 
states and 465 individual stores. Be- 
fore the introduction of the I. U. B. 
the coverage on this line was handled 
through fifty agents, scattered 
throughout the Middle West, the in- 
surance being distributed among them 
by the Company’s brokers in Chi- 
cago. Now the I. U. B. forms are 
used and the agents miss their com- 
missions. Under the I. U. B. rules 
commissions are limited to 15%, of 
which 10% goes to the producer and 
5% to the agent at point where prop- 
erty is located. During the early days 
of the I. U. B. the agents frequently 
charged that the 5% due the resident 
agent was seldom forthcoming. 
Charges were also made that minor 
frauds were practised to bring an in- 
sured under the scope of the I. U. B. 
(Five locations in two or more states 
are necessary.) Listing of fictitious 
locations was alleged. 


QO) 


ISSATISFACTION of the 

agents came to a head at the 
mid-year meeting of the National 
Association of Insurance Agents, held 
at Nashville in March of this year. 
Bitter criticism of the I. U. B. was 
made by prominent executives of the 
agent’s association on the ground that 
it took business out of the agents’ 
hands, that the overriding commis- 
sion was seldom received and was 
inadequate, and that the average rates 
promulgated by the I. U. B. were 
often cut far below a true average. 
Mr. John Dumont, the manager of 
the Interstate Underwriters Board 
made a number of speeches before 
groups of agents defending the oper- 
ations of his organization, pointing 

(Continued on Page 28) 
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The Stocks’ Complaint 
About “Cheap” Insurance 


FE wonder why such a good-looking magazine as 

Credit and Financial Management should print, 

as serious comment, a digest of the recent speech 
byArnold Grasse, Manager of the Service Department 
of the Home of New York, delivered before the Asso- 
ciated Industries of Massachusetts at the Copley-Plaza 
Hotel in Boston. In a department section of the publica- 
tion headed “Insurance Digest,” Mr. Grasse is said to 
have advised the business men of the Bay State to consult 
“orthodox insurance men before planning any uncertain 
surgical operations which may involve placing insurance 
coverage with unlicensed, low cost, or high dividend pay- 
ing non-stock insurers.” This is in line with the utterances 
of other misinformers who speak of mutual insurance 
as “cheap insurance” with a slurring accent on “cheap,” 
the purpose being to frighten hearers into the stock fold 
where they may be handled advantageously for the 
companies at the latter’s leisure. 

It is an odd thing that business men, who in every other 
department of their commercial enterprises will investi- 
gate propositions down to dotting the last “i” and crossing 
the last ““t”, will accept a veiled insinuation of some per- 
fect stranger who sets himself up to advise about insur- 
ance matters. Yet a large number of stock policyholders 
are hoodwinked year after year into presuming that they 
have some superior kind of protection, when if they 
would spend as much as one hour in intelligent research 
of statistics the dominant excellence of mutual insurance 
would quickly be revealed to them. 

It may be that Mr. Grasse has grown up in stock pas- 
tures in his boyhood and thus has had no opportunity to 
see the advantages of more fertile mutual valleys—that 
is, more fertile for the policyholder—but, if he is in this 
state of mind, surely he should not set himself up as a 
competent advisor of a group of business men who want 
to know the truth about high-grade insurance. 


“< 4 
SS 


OWEVER, it is comparatively easy for a busy ex- 

ecutive for a moment to lose sight of the fact that 
insurance is not merchandise, and he may be easily misled 
when a direct parallel is drawn illustrating the difference 
between high-grade and low-price furniture, automobiles, 
clothing, foodstuffs, and the like. Memories of a bargain 
suit of clothes which did not wear well, or an automobile 


which was picked up for a song and soon became a pile 
of junk, come before the mind of the buyer of insurance 
and if he is in too much of a hurry to reason the thing 
out he may be led to surmise that the paramount feature 
of mutual insurance is its economy instead of its stability 
and high-quality. 

Nothing takes the wind out of the stock agent’s sails so 
effectively as a show-down on the condition of the finan- 
cial affairs of mutual and stock companies, and compar- 
ing directly their relative ability to pay losses, their un- 
derwriting accounts, their general efficiency of manage- 
ment, all of which is seen to work out so favorably for 
the mutuals when an unbiased study of insurance reports 
is made. We do not ask readers to take our word for this 
but to go to the books where the financial trails of both 
the stocks and the mutuals are plainly charted out. Like- 
wise no better recommendation for the mutuals can be 
made than to refer to the increasingly large number of 
major industries in this country which protect their prop- 
erty by mutual insurance. For these industries have on 
their staffs men who are keen experts on statistics and 
their endorsement of mutual insurance comes from no 
sentimental sources, but from a cold impartial examina- 
tion of the facts. 

The advertising which has been running in the Satur- 
day Evening Post and other magazines of national circu- 
latin during the past year has carried the names of a 
number of the large concerns which are mutually insured 
and scores of others could be listed for any perplexed 
insurer who may be interested—and this, despite the 
recent distracted efforts of stock publications to cast 
doubt on the fact of the mutuals’ service to America’s 
greatest commercial enterprises. 

QOoa> 

UTUAL insurance is not “cheap” insurance. Its 

economy springs from its superior management, 
better selection of risks, and its fundamentally sounder 
basis of organization. No good business man will disre- 
gard a 10 to 40 per cent advantage as between services of 
equal quality. Mutual insurance not only makes this sav- 
ing but holds the edge on quality also. 

Substantiating this statement we turn to stock company 
sources and note in passing on item in The Insurance Post 
calling attention to the number of casualty and surety 
concerns which have retired from the field so far in 1931. 
There are almost three times as many stock companies 
which have passed out of the picture by merger, liquida- 
tion or receivership as there are mutuals in the list, the 
exact figures being twenty-three for the stocks and eight 
for the mutuals.* Beyond this, twenty-five stock casualty 
companies have reduced their capital stock to the tune 
of $10,544,962 this year because of the necessity of trans- 
ferring this amount, in most cases, to surplus. If this 
thing keeps up, the stock companies will probably put a 
weaker emphasis on their argument that capital stock is 
the great cornerstone of insurance companies’ stability. 

DOD 


WwW" wish to pay this compliment to the stocks—that 
when it comes down to good practical business 
the best of them recognize that it is the surplus account 
which keeps a company solvent, and thus in a time of 
stress they go along with the mutual idea of placing their 
money where it is most needed to protect possible obliga- 
tions. The incident reveals again that there is no magic 
in the word “capital stock” and that the mutuals by their 
strict attention to the fundamentals of the insurance busi- 
ness have well deserved their astonishing success. 





*Since, according to Best’s 1931 Casualty Book, there are 323 stock 
casualty companies and 161 casualty mutuals, the mutual survival list 
shows to characteristic advantage, figuring out as about 95% for the 
mutuals and 93% for the stocks. 
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Life-Lights Against a Business Background 


OR an hour the rest of the fam- 
ily had relapsed into silence— 
the silence of sleep. There had 
been the usual Sounds overhead which 
accompany preparations for the 
couch of rest and dreams—the creak 
of doors, the padding of feet softly 
shod, the low hum of conversation, 
the ripple of subdued laughter. A 
gentle voice floated down the stair- 
way: 
“Goodnight, father; don’t sit up 
too late” 


I answered, as usual, “No, dear, 
I'll be coming soon,” and then fell 
into a revery. One more pipe I 
thought, as I stirred the logs in the 
open grate. I reached for the jar of 
my favorite brand, pressed the golden 
flakes into the charred bowl, leaned 
back in my chair and watched the 
smoke wreathing upward. It was 
getting close to the end of another 
year, and the season invited reflec- 
tion. 

I will not trouble the reader with 
the thoughts which coiled through my 
mind like the convolutions of the 
smoke from my pipe. They had the 
same drifting tendency, the same 
haziness, the same manner of chang- 
ing into new shapes. I was not try- 
ink to think. I was merely surrender- 
ing to the phantasms of semi-consci- 
ousness, some lovely, some disturbing 
—mingling, as life mingles, the sweet 
with the bitter. 


a Fg Hn 


T seemed to me, presently, that I 

felt a breath of chill air, as if a 
door had been opened on the outer 
cold. I arose, or fancied I did, and 
went into the hallway to discover if 
I could the source of the unwelcome 
draft. The street door was open. Be- 
yond the shadowed porch I caught a 
glimpse of sky in which stars shone 
with a frosty sparkle. After all the 
fresh, edged air was rather pleasant. 
I stepped beyond the threshhold to 
take a deeper inspiration, to feel the 
stimulus of its tingle. 





And then I made a discovery 
surprising discovery. 


a 


Standing in the gloom of the porch 
was an old man. His stooped and 
meagre figure spoke his age. Curls 
of white hair escaped from beneath 
his close fitting cap, and his beard 
was long and white. But stranger 
still was the fact that he held by the 
hand. a little child, whose small form, 
thinly clad, shivered in the winter 
wind. 


By S. J. DUNCAN-CLARK 


We live on a little street—one block 
in length—and I know my neighbors. 
The old man was not one of them, and 
yet there was something familiar 
about his appearance. I had the feel- 
ing that I was well acquainted with 
him, but how or where we had met, 
or what his name, | could not say. On 
the other hand, although there are 
many children on our street, whose 
happy smiles have often cheered me, 
in spite of the unexplainable sense of 
some intimacy with the stooping 
ancient, I was sure I had never seen 
this child before. 

These impressions passed through 
my mind in the first moment of my 
dumb amazement. Recovering my- 
self I said the obvious thing, 

“Come in out of the cold.” 

“Thank you,” quavered the old 
man, and he led the child through the 
doorway into the warmer hall. 

“Bring the child to the fire,” I said, 
ushering both into our living room, 
and wheeling chairs to comfortable 
range of the glowing embers. The 
old man gently sat the child on one of 
the chairs, and let his boney frame 
down into the other. 

“Now what can I do for you?” I 
asked. “Shall I get you food? Milk 
for the youngster, perhaps. Have 
you come far? Are you lost? It is 
no night for one so old and one so 
young to be out.” 





>ae> 


ssf HAVE come far,” said the 

cracked and quaking voice of 
age, “and I am near the end of my 
journey; but the child is only begin- 
ning his, and I seek friends for him. 
It is my duty and my privilege 
to make him acquainted with the 
world upon which he has entered, 
before | take my way out of it. 
We saw your door open —the only 
open door upon the street—and we 
thought we might be allowed to linger 
for a moment’s rest and warmth, But 
we cannot stay long. There is much 
ground to be covered before I leave 
the child to make his own way.” 

“But you are not going to abandon 
the child,” I exclaimed. 

“T must,” he said. “It was thus I 
was left, and so my predecessors in 
all the course of time.” 

“But who are you?” I asked. “It 
seems as if I had known you well, and 
yet I—I—-I cannot place you among 
my acquaintances.” 

The old man laughed—a cackiing 
sort of laugh. 


“You have known me well,” he an- 
swered. “You have known me since 
I was like yonder infant; known me 
in my lusty youth; known me in 
maturity, and now in my last declin- 
ing days you know me—and do not 
know me. A paradox,” he croaked, 
“a veritable paradox.” 


“Tell me,” I said, “your name, and 
where I have known you, and how the 
impossible sounding things you say 
can be true.” 


The old man pulled his creaking 
frame to upright position, stood on 
his feet, moved to a place in front of 
me. [For a moment he summoned 
energy from some hidden source. In- 
to his sunken eyes came a light. Be- 
neath the scars and wrinkles of his 
face, that spoke of strife and trouble 
and suffering, I caught what seemed 
to be a sudden flash of dignity, of 
beauty. 

QOS 


rT OW do you know me?” he de- 

manded, his voice acquiring a 
resonance that made it suddenly im- 
pressive. 

“Yes,” I gasped as_ recognition 
came upon me. “You are the passing 
year—1931.” 

“T am,” he said, “and this child, so 
like what once I was, is he who must 
come after me. He has, I fear, a 
troublesome inheritance, because of 
what you and others of your race have 
made of me. Had it not been for your 
stupidities, your prejudices, your 
doubts I might have served you well. 
I wanted to be your friend, but you 
misused my possibilities. Your timid- 
ities, your selfishness, your inter- 
national bickerings have blocked all 
that I might have done. I am going 
in weary disappointed, maligned by 
many as the cause of ills which they 
themselves occasioned. None will 
mourn me. But from such inheritance 
[ would save this child if possible. I 
seek for him friends who will bring 
hope and courage and intelligent ef- 
fort to his development. He is a 
promising child. He will repay your 
kindness and your confidence. Come, 
son,” he said, “we must take up our 
journeying again.” 

He gave his hand to the child, and 
without a word passed from the 
room. I felt again the chill air. The 
door banged. A voice from above 
said, 

“Dearest, are you going to spend 
the night down there?” 

“I’m coming,” I replied. 
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A Challenge 
(Continued from Page 15) 


yond the scope of this article, but sev- 
eral very potent reasons may be men- 
tioned for expecting industry to meet 
this problem unassisted. 

In the first place, it was not in the 
thought of the fathers of our coun- 
try that much power should be cen- 
tralized in the hands of the govern- 
ment as they had just escaped from 
a situation which was repugnant to 
their political philosophy. According- 
ly, the framework of government, 
with its division of power and system 
of checks and balances was con- 
structed to prevent usurpation of 
authority rather than to conduct pro- 
grams of social and economic better- 
ment. Whether we of the 20th cen- 
tury agree or not with this political 
theory, we must acknowledge the tre- 
mendous progress which has been 
achieved under it and, so far as our 
present problem is concerned, must 
recognize that the structure of our 
government which embodies _ this 
point of view, is still with us. A de- 
bating society is not a suitable body 
for devising a constructive social and 
economic policy, nor are political job- 
holders, selected under a “spoils sys- 
tem,” the most efficient instruments 
for carrying a policy through to suc- 
cessful completion, especially when 
modifications may be necessary from 
time to time to meet changing condi- 
tions. 


Secondly, plans designed to substi- 
tute an income for the earning ca- 
pacity of an individual in event of 
some major contingency are inextri- 
cably related to the agricultural, com- 
mercial and _ industrial activities 
through which the earning capacity 
finds its expression. Measures for 
relief must not be divorced from 
those looking to prevention. Old age 
cannot be prevented, at least by any 
means which is conducive to the pub- 
lic welfare or the peace of mind of 
the individual. But unemployment 
and disability are subject to control 
and the cost of any remedial pro- 
grams should be thrown directly upon 
those who are in a position to exercise 
the control, thereby rewarding them 
for their foresight or penalizing them 
for neglect. Obviously, it would be 
utter folly for the government to 
promise benefits to all irrespective of 
such considerations. Education 
through the pocketbook is still the 
most effective. 


owe 


THIRD, and possibly the most 
important, reason for insisting 
that business shall solve this difficulty 
is that the institution which has most 
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prospered through the traits of thrift, 
self-reliance and individual initiative 
is the logical agency for transmitting 
those traits to the individuals asso- 
ciated with it. The best in man must 
be encouraged. Dependence upon the 
public cannot be substituted for de- 
pendence on one’s self without stim- 
ulating thriftlessness, irresponsibility 
and social decay. The demoralizing 
influence of the “dole” in England is 
well known. 


It will probably always be neces- 
sary for society to take care of its 
driftwood through public appropria- 
tion and private charity. The stigma 
attached to the recipients thereof is 
not pleasant and yet may have a 
wholesome effect upon the body po- 
litic. Sane, businesslike, and intelli- 
gent plans for helping the worker to 
help himself are in quite another cate- 
gory. Their benefits represent a re- 
turn for labors well done. And the 
philosophy behind them as well as the 
mechanics of their operation should 
be so framed as to increase the self- 
respect of the worker and to permit 
his finer characteristics to dominate. 
Proposals which neglect this factor 
are but palliatives. 


The sick and the poor may have 
always been with us and business 
cycles have recurred with appalling 
regularity, but the public generally is 
less inclined than ever to accept the 
view that the resultant misery is 
wholly unavoidable. To many the 
way out appears to be through gov- 
ernmental action. “Capitalism,” they 
say, “is on trial.” And they are en- 
deavoring to indict our whole capital- 
istic regime because of certain evils 
which are not necessarily inherent 
and which might be dissociated. Yet 
the history of mankind, and we may 
particularly recall the background of 
the French and Russian revolutions, 
is that the pendulum may swing too 
far in the opposite directions if no 
attempt is made to eradicate ills 
which might be controlled by those in 
a position to do so. A specific chal- 
lenge has unmistakably been nailed 
upon the door of organized business 
in America. 

soa 


Underwriting Phases 
(Continued from Page 12) 


manded shoddy and cheap construc- 
tion, thereby creating short-lived col- 
lateral for their loans. As a result, 


when they have had to foreclose, they 
have taken back buildings requiring 
constant repairs, and costly upkeep. 
Furthermore, by promoting shoddy 
buildings, they have found it neces- 
sary, year after year, to lower the 
loaning percentage. 





Stability of Life Insurance 

HE downward trend in the se- 

curities market has seriously af- 
fected the plans of several life insur- 
ance companies with respect to ade- 
quately protecting the beneficiaries of 
subsisting insurance contracts. Well- 
framed statutes are of great value in 
interdicting the issuance and sale of 
fraudulent securities in various juris- 
dictions, and it is believed that the 
work of adequately equipped legisla- 
tors will result in the diversion, to 
legitimate channels, of millions of 
dollars now: flowing into the coffers 
of unconscionable swindlers. Thus, 
among other things, the unwary are 
beginning to learn what a “first and 
refunding mortgage” signifies, after 
a structure is already top-heavy with 
second, third and subsequent mort- 
gages. There is a better and brighter 
day in the offing, so do not let yester- 
day’s mistakes unduly intrude upon 
our minds, obstruct our vision and 
trip us up today. A lot of loose, 
derogatory talk floats around, con- 
cerning high grade securities, that 
does not mean a thing: because it is 
the echo of unsupported ideas and 
prejudices. It pays to talk less and 
have our words and actions count for 
more. Thereby we may become eligi- 
ble for honorary membership in the 
Society for the Suppression of the 
Discussion of the Depression. It 
should constantly be borne in mind 
that the funds and other assets of 
every life insurance company are im- 
pressed with a trust. It has well and 
ably been said by Honorable Calvin 
Coolidge that “The stability of life 
insurance rests upon America.” 


AUTOMOBILES—‘Pedestrians are prone to 
carelessness,” says a magistrate. And 
after they have been careless they are cer- 
tainly prone-—London Humorist. 


EMBARRASSING MomENTs — “Bridget, if 
that’s Mrs. Gabber, I’m not in. Bridget, 
returning: “It was Mrs. Gabber, and she 
was very glad to hear it.”—Montreal Star. 


CHILDREN—Willie: “Ma, if the baby 
was to swallow a tadpole, would it give 
him a voice like a frog?” “Heavens, no! 
It would kill him, most likely.” “Oh no, it 
wouldn’t. It didn’t.“—Farm Journal 


He SHoutp Have Diep at THE DeEap 
Sea—“Traveled all over the world, eh? 
Went up the Rhine, I suppose?” 

“Climbed it to the top.” 

“Saw the Lion of St. Mark?” 

“Fed it.” 

“And visited the Black Sea?” 

“Filled my fountain pen there.”—Stray 
Stories. 
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Every Fire Alarm Means That There Is a Possibility of Someone’s Credit Needing Adjustment 


Credit Insurance 


Whys and Wherefores of a Type of Underwriting Which Must Become 
More and More Used as Commerce Develops 


REDIT insurance in Great 
3ritain occupies an even more 
modest position in the business life of 
the commercial community than it 
does in the United States. Credit in- 
surance has been known in England 
at least since 1853, and even before 
that the principles of mutual credit 
insurance were carried out in the form 
of a pooling of credit risks among 
those engaged in certain trades where 
the risk of loss was considerable al- 
though large profits were currently 
anticipated.®' The British Trade Cor- 
poration was organized in 1917 and 
the following year established the 
Trade Indemnity Company, to which 
ultimately the Excess Insurance Com- 
pany turned over practically all of the 
latter’s credit insurance business. 


By JOHN HANNA 


From an Article in the Univ. of Penn. Law 
Review and American Law Register.* 
(Used by Permission) 


*I wish to acknowledge the assistance I have re- 
ceived in preparing this paper from the following stu- 
dents annd former studennts in the Columbia Law 
School: Isidore Edingner, Adolph Greenberg, Alfred H. 
Hetkin, Jacob N. Kliegman, Alexander Rubin, Sydney 
C. Weinstein, J. H. 


PART II 





In the first article in this series 
Mr. Hanna traced the development 
of credit insurance in America and 
dealt with the problems which this 
highly specialized form of under- 
writing has presented in both its 
early and modern stages. In_ this 
issue he directs attention to the 
English and German viewpoint. 








English credit insurance policies 
today seem to be of several different 
types. One form of policy insurance 
is the excess loss above a certain stipu- 
lated normal loss. This type of policy 


is common in American domestic 
credit insurance. Some _ English 


policies also cover the surplus over a 
fixed amount in respect to certain ac- 
counts, regardless of total losses, or 
else an agreed proportion, perhaps 
75% of the net loss on the approved 
accounts.®? In the excess loss policy 
the insured, in addition to the normal 
loss, co-insures each credit to the 
extent of 10 to 20%. 

The English term for the applica- 
tion for a policy is “proposal.”** The 
policy may be expressed to cover the 
losses of a single year, or of a total 





5t See (1919) 4 U. S. Commerce Reports 18. The 
Solvency Mutual Guarantee Co., Ltd., was organized 
in 1853. It merged in 1856 with the Mercantile 
Guarantee & Assurance Co. and apparently its credit 
insurance ceased, Several cases in which the Solvency 
Guarantee Co. was involved, indicate that its rates 
were about one-half of one per cent. a year. See 
Solvency Mutual Guarantee Co. v. York, 3 H. & N. 
588 (1858); Solvency Mutual Guarantee Co. v. 
Froane, 7 H. & N. 5 (1861); Solvency Mutual 
Guarantee Co. v. Freeman, 7 H. & N. 17 (1861). 
A German-American company in 1889 attempted to 


insure fifty per cent. of bills of exchange against 
default, but this business was given up in a com- 
paratively short time. In the early nineties the 
Securities Insurance Company made another attempt, 
but without success, and five other companies met 
a similar fate at about the same period. The Excess 
Insurance Co., Ltd., entered the field in 1894 and 
for a time enjoyed considerable success. Somewhat 
later the National Union of Bedford, and in 1898 the 
British General Insurance Co., which is still engaged 
in writing credit insurance, began to accept this type 
of business. A small syndicate at Lloyd’s in 1896 


“made a book” in credit insurance with some success 
but subsequent enterprises of the same sort did not 
result satisfactorily. As a consequence of a failure 
in 1922, in which the credit risks in question turned 
out to be accommodation bills, a clause was endorsed 
on all Lloyd’s policies to the effect that no policy 
would be recognized by the Committee as giving a 
claim against the funds of the Underwriters at 
Lloyd’s, unless it bore the seal of Lloyd’s Signing 
Bureau, which is not placed on credit insurance 
policies. The insured therefore would have only 
the individual underwriter’s liability. See Swain, ap. 
cit. supra note 48, at 40 
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turnover if bills are guaranteed.** The 
only event insured against is insolv- 
ency. Insolvency is defined in the 
policy of the Trade Indemnity Com- 
pany as when “an adjudication in 
bankruptcy has been made or a com- 
position arrangement in legal form 
has been agreed to by the creditors 


generally or a legal assignment has ° 


been executed for the benefit of 
creditors generally or in the case of a 
limited liability company an order has 
been made for the same to be liqui- 
dated either compulsorily or under 
supervision or a resolution has been 
passed in legal form authorizing 
voluntary liquidation provided such 
resolution is not for the purpose of 
reconstruction.’”*® 


If the insurance covers a limited 
aggregate sale or specific accounts, the 
premium will be a flat sum. If-a 
general or excess loss policy, it will 
be a percentage of the turnover. There 
seem to be no premium rates defi- 
nitely fixed for all cases. This is 
doubtless explained by the fact that 
reliable financial ratings seem to be 
non-existent. This situation makes 
the approval type of policy almost a 
necessity. Premiums in open account 
policies vary from 1 to 10% ; for bills 
they average about one-half of 1% 
per month. When bills are insured the 
customary protection is against loss 
through insolvency within sixty days 
after maturity. The collection type of 
policy, which is comparatively popular 
in the United States, seems to be 
little used in England. The current 
practice in writing credit insurance 
in England has been severely criti- 
cized because of the narrow defini- 
tion of insolvency, the high co-insur- 
ance required, and the alleged delay 
which is frequently attendant upon 
the ascertainment of net loss. 


Ss 


HE comparatively small signifi- 

cance of private credit insurance 
in assisting English foreign trade sub- 
sequent to the World War has re- 
sulted in the entry of the British 
Government into this field of activity. 
A Parliamentary Committee was ap- 
pointed in 1925 to consider, among 
other things, the extent to which ex- 
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port trade could be stimulated by in- 
suring against the risk of bad debts. 
The Committee reported that the 
existing facilities were inadequate and 
were not employed even to the extent 
of their availability.°* In the opinion 
of the Committee, the greatest de- 
mand was not for coverage against 
so-called catastrophic risk, war, etc., 
but for insurance against bad debts 
in long term credits. It believed that 
a mutual form of organization was 
best for such export credit, but recog- 
nized that established business prac- 
tice in England was hostile to any 
form of cooperation which involved 
the disclosure of trade information. 
An existing Export Credits Plan, 
under the auspices of the Govern- 
ment, was considered by the Com- 
mittee to be operated on too narrow 
a scale to be of much value. It recom- 
mended, however, that the Export 
Credits Plan be simplified and ex- 
panded. In general it was suggested 
that rates vary with individual cases 
instead of depending upon an ar- 
bitrary division of«credit terms over 
and under a twelve months’ period. 
The report advised both a scheme of 
coverage without recourse up to 75%, 
and a guarantee with full recourse as 
well as various intermediate arrange- 
ments. These recommendations were 
put into effect July 12, 1926. The 
Government guarantees the payment, 
at maturity, of sterling bills drawn on 
overseas buyers in connection with the 
export of goods manufactured wholly 
or in part in the United Kingdom on 
either long or short term credit. In- 
surance is available to the extent of 
75% and the balance may be re- 
insured, if the fact of such reinsur- 
ance is disclosed. There are three 
classes of guarantees. On March 27, 
1929 the original Overseas Act (an 
Act adopted in 1920) as modified by 
the Export Credits Plan of 1926 was 
extended so that new guarantees are 
available to September 8, 1931 and 
old guarantees may remain in force 
to September 8, 1936.57 It seems 
doubtful if the Bgitish Government 
will be permitted by overseas trading 
interests to abandon hastily the field 
of credit insurance to private enter- 
prise. In the last analysis, private 
credit insurance companies must be 





concerned first to return dividends to 
their stockholders and not primarily 
to assist foreign trade. The solution 
of the problem seems to be along the 
lines of a mutual credit insurance 
plan, similar to that developed by the 
American Manufacturers’ Foreign 
Credit Insurance Exchange.®* Thus 
far the great British insurance firms 
have shown little inclination to partic- 
ipate largely in credit insurance. Un- 
less the traditional attitude of British 
business men toward mutual dis- 
closure of trade information can be 
altered, the situation, from a British 
standpoint, does not seem to be par- 
ticularly encouraging. 


SO 


V. GERMAN CREDIT INSURANCE 
REDIT insurance in Germany 
remained in the domain of proj- 

ects until a comparatively recent 
date. During the nineteenth century 
several attempts to insure credits were 
made, but these resulted so unhappily 
for the companies involved that it was 
frequently observed “the story of in- 
surance against insolvency, is itself 
a story of insolvency.’*® The repeated 
failures, however, did not destroy 
faith in the possibilities of credit in- 
surance and it is today established in 
Germany as a valid form of com- 
mercial protection.®° 

The German domestic credit insur- 

ance contracts do not greatly differ 
from the forms used in the United 
States. The application for a policy 
is much like the American application. 
It is interesting to note, however, that 
the German insurance companies ap- 
parently are able to charge a small 
fee for the filing of an application 
even if the contract is not consum- 
mated. The person seeking the insur- 
ance must disclose to the insurer 
every material circumstance which is 
known to him. * Credit insurance 
on domestic debts is offered in three 
policy forms. The first, or individual 
credit insurance, Einzel, covers a 
single specified debt, or all claims 
against one specified ‘customer. The 
general policy, or Mantel, is an ex- 
tension of the individual type and 
covers a series of named customers 
of the insured, who are protected to 
a specified maximum. The third form 





2 See Walker, Credit Insurance as Developed in 
Great Britain (1924) Economic Wortp, 114:489; 
Loman, THE INSURANCE oF ForeIGN Crepits (1923) 
42 


°° The proposal for specific accounts gives a list of 
customers with amounts outstanding on each, the 
coverage desired and a statement that the applicant 
has no knowledge adversely affecting the = If a 
general policy, it will give the sales for the last five 
years, the net losses and largest single loss, sources 
of credit information and the maximum single credit. 

% This type of policy may insure up to two-thirds 
of the turnover against ultimate loss. 

5° H. Stanley Spain, the well-known English under- 
writer, and a specialist on credit insurance, stated 
in an address in 1924 that “There is no legal inter- 


pretation of what insolvency may mean.” Swatn, 
op. cit. supra note 48, at 28 states that the clause 
quoted above was the subject of litigation in Fletcher 
Hardware Co., Ltd., v. Trade Indemnity Co., Ltd. 
The author quotes the opinion, although asserting 
that the case is unreported. The case seems to have 
been tried before Mr. Justice Bailhache. The case 
involved, among other matters, a claim that the 
customer had never become insolvent within the 
meaning of the policies. The debtor had made a 
composition agreement in legal form to which the 
creditors agreed and which had been sanctioned by a 
court. The case held that the insured had made no 


proof of insolvency within the terms of the policy. 
The learned justice added, however, “though if one 


had to regard the reason of the matter, apart from 
the construction of the clause, I should think that the 
reason of it was in favor of Mr. Sharpe’? (counsel 
for the insured). An English insurance expert has 
stated that a weakness about the English credit 
insurance policies is that they have not been in the 
law courts enough. The policies themselves, however, 
explain the absence of litigation because they seem 
generally to contain a clause providing for deter- 
mining disputes relating to the policy by arbitration, 

% The report of the Parliamentary Committee 
was published March 1, 1926. See, for a discussion 
of the appointment of the Committee (1925) Eco- 
nomic Wortp, 116, p. 204, and for a discussion 
/ the report itself, Spectator, 117, p. 18, August 
12, 1926. 











‘is known as block insurance, or Paus- 
chal; in this form the debts of the 
insured customers are covered with- 
out reference to their particular 
rating. Individual credit insurance is 
the most widely used form in Ger- 
many. It covers exclusively insurance 
of debts arising out of the delivery 
of goods. The contingency is the in- 
solvency of the debtor.®* Liability 
extends only for the period of time 
provided by the contract which, as a 
general rule, is limited to four months. 
Under a type of policy in common 
use the insurer can rescind at any 
time, but the rescission is operative 
only from the time the notice is effec- 
tive. Premiums are then due only 
for the time the policy kas run. The 
insured must notify the company of 
threatening or actual insolvency of 
the debtor as well as if a debt is not 
paid at maturity. Payment by the 
insurance company generally follows 
within six months. If an estimate of 
the loss cannot be obtained promptly, 
25% of the maximum coverage is 
paid in advance. 


Block or Pauschal insurance is 
issued only in exceptional cases to 
reliable concerns. In this type of in- 
surance careful distinction must be 
made between old and new customers 
of the insured in order to determine 
the maximum of credit. Block in- 
surance, as is true of the individual 
form, covers only claims arising out 
of completed deliveries of goods. In 
both types it is agreed that the in- 
sured must retain a portion of the loss 
and in general the insured carries 
25% of the claim, which may not be 
covered by insurance elsewhere.®* 


Export credit insurance, with the 
support of the German Government, 
began in 1926.°* The obvious purpose 
was to further export trade and im- 
prove domestic labor conditions. The 
credit insurance plans in operation 
attempt to improve the condition of 
the exporter largely by facilitating his 
borrowing from those who finance 
export trade. As in the case of do- 
mestic insurance, the insured himself 
carries not only the normal loss, but 
is co-insurer on the excess loss to an 
amount which may be as high as one- 
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third. To assist credit insurance com- 
panies to meet one-half of the normal 
and the catastrophic risks, the Gov- 
ernment set aside a fund of ten 
million Reichmarks. The so-called 


Hamburg plan devised by Hamburg 
exporters in 1926 is designed pri- 
marily to aid businesses which are in 
need of credit for export trade. The 
arrangement in effect amounts to a 
sharing of risk by the credit insurance 
financing 


company and by the bank 











Give the Firemen Credit, Too 
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the exporter. Insurance is limited to 
two-thirds of the claim, the remain- 
ing third of the risk being borne by 
the bank which finances the trans- 
action. The insurance policy is of 
course assigned to the bank. The re- 
sources of the German government 
are also to a certain extent back of 
credit insurance risks which are 
brought .under the Hamburg plan. 
The liability of the government in 
this respect is limited to a fund of five 
million Reichmarks. The banks and 
credit insurance companies also. seem 
to have the backing, to the extent of 
an acceptance of a share of the risk, 
of certain export credit associations. 
The report of the Hermes Company 
in 1925 welcomed the introduction of 
government aid because of the risk 
of burdensome losses due to political 
turmoil and other catastrophies. 


OOD 
VI. CONCLUSION 

HE introduction of this dis- 

cussion indicated certain essen- 
tial limitations of the scope of credit 
insurance. So far as the United States 
is concerned, domestic credit insur- 
ance has not had a very significant 
growth in recent years. The four com- 
panies doing all, or practically all, of 
the domestic insurance business have 
maintained their position, however, in 
spite of the severe tests to which they 
have been subjected during the course 
of the last eighteen months. Losses 
have undoubtedly been severe and 
rates have been raised successively 
at various times since the sharp de- 
cline in the stock market of October, 
1929. Nevertheless one company re- 
ports that it closed more new credit 
insurance contracts during January, 
1931, than during any preceding Jan- 
uary.“° One striking difference be- 
tween the present situation of the 
credit insurance companies and their 
situation during.the past few years 
is that now the pressure is against 
them to accept new insurance, whereas 
in the past the placing of insurance 
has been rather a matter of active 
solicitation by their own agents. 


Credit insurance has suffered some- 
what from the extravagant claims 





57 See Report of the Parliamentary Committee on 
Industry & Trade, March, 1929. The report states 
that ultimately some arrangement should be effected 
by which private insurance companies would enable 
English exporters to insure against losses on credits 
of from two to five years, particularly affecting cer- 
tain commodities which compete with those of other 
countries, where financial assistance is alleged to be 
easier to obtain. The small British exporter is said 
to be especially in need of Government assistance. 

58 Supra page 534. 


59 HERZFELDER, Das PROBLEM DER KREDITVER- 
SICHERUNG (93). - 
Besides the proposition in section 187 of the 


Biirgerlichesgesetzbuch that credit insurance must be 
insurance in the sense of the Versicherungs, Vertrags- 
gesetz of 1908 the code furnishes nothing specifically 
about credit insurance. The legal basis of the credit 


insurance policy is not greatly different from that 
of other policies of insurance. See for a discussion 
of the Objekt (subject), IJnteresse (insurable in- 
terest), Versicherungsfall (coningency), and Gefahr 
(risk), 3 Kiscn, HANpDBUCH DES _ PRIVATVER- 
SICHERUNGSRECHT (1) et seqg.; Massmann, Die 
Kreditversicherung in juristischer Betrachtung (1929) 
28 GESAMTE VERSICHERUNGSWISSENSCHAFT 147-155. 

61 PInTscHOvIUS, Dre KREDITVERSICHERUNG (1927) 
49 et seq.; DESTANNE DE Bernis, L’AssurANCE Des 
Crepits (1926) 78. 

® By insolvency 
mean: 

1. Bankruptcy or the rejection of bankruptcy 
by the continuation of the insufficiency of 
assets. 

2. The demand of the debtor to obtain a 
diminution or prolongation of his debts. 


the credit insurance companies 


3. When execution against the debtor has been 
returned unsatisfied or where the insured can 
prove that an execution would be unsuccess- 
ful. 

4. Where the debtor has a transitory or un- 
known address, and if facts are produced by 
the insured showing that an execution or 
proceedings in bankruptcy would be un- 
successful. 

® The principal companies engaged in domestic 
credit insurance seem to be the Hermes Kreditver- 
sicherungsbank A. G., and the Vaterliindische 
Kreditversicherungs A. G. 

* Dr. Massmann’s two articles, op. cit. supra 
note 60, 136-160, 243-260 constitute a comprehen- 
sive statement of the law and practice of German 
credit insurance, both domestic and export. 
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made for it by its early sponsors. 
Claims have been made that credit in- 
surance, by absorbing the losses of 
jobber and manufacturer, is an abso- 
lute preventive of business depression. 
It was also asserted that credit insur- 
ance would be a restraining influence 
on undue extension of credit, would 
bring about prompter settlements of 
accounts, and would enable the in- 
sured to obtain better credit terms 
from banks and other financing in- 
stitutions.°° The arguments in general 
were that panics were due to loss of 
confidence in credits and that credit 
insurance would maintain confidence. 
Credit insurance would restrain in- 
judicious extension of credit because 
credit managers would presumably 
not wish to exceed the single debtor 
limits fixed in the credit insurance 
policies. Credit insurance would pre- 
sumably be acceptable collateral for 
bankers’ loans. A further advantage 
of credit insurance was supposed to 
be its utility in affording a barometer 
as to the future.®’ 


Against the enthusiastic prophesies 
of the future of American credit in- 
surance must be set a substantial 
amount of opinion that credit in the 
United States is too risky for credit 
insurance to be successful. This 
opinion contends that the credit insur- 
ance is either unsafe to the companies 
or the premiums must necessarily be 
so large as to be practically prohibi- 
tive. The relatively small amount of 
business to which credit insurance 
can apply, makes the claims of its 
ability to prevent depression some- 
what fantastic. Far from credit in- 
surance preventing a panic, a panic 
would be likely to sweep aside the 
companies themselves. The restricted 
scope of credit insurance in respect 
to particular risks of a single business, 
it is thought, would prevent its having 
any important effect upon credit re- 
lations. Moreover, it would be un- 
likely that any successful business 
could restrict its credit advancement 
to the amounts stipulated in the in- 
surance policies. The utility of credit 
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insurance policies as collateral would 
be affected by the existence of numer- 
ous warranties in the policies, the 
breach of any one of which would 
affect the collectibility of the policy. 
Critics of credit insurance assert that 
if the insurance companies prove an 
influence for the prompter collection 
of accounts, the effect would be harm- 
ful to the insured because the com- 
panies might not exercise the tact 
and intelligence necessary to retain 
the good will of the tardy debtor. 


Sorry 


S with most controversies the 
truth apparently lies somewhere 
between the positions of the pro- 
ponents and of the harsher critics. 
The comparatively small volume of 
credit underwritings certainly belies 
the predictions of its founders in re- 
spect to its ability to prevent business 
depression. Moreover, as has already 
been stated, credit insurance has little 
appeal to the larger corporations 
whose activities more and more tend 
to dominate American industrial 
life.®* Nevertheless there is a sig- 
nificant place for credit insurance in 
the United States, and if the com- 
panies can successfully weather the 
present financial difficulties they 
should look forward to a period of 
further growth and prosperity. With 
the improved technique in the estab- 
lishment of credit ratings and with the 
better utilization of available credit 
information, the future should bring 
a scaling down of premium rates on 
credit insurance and a more liberal 
coverage. Otherwise the small firm 
will find the premium prohibitive and 
the larger firms will find self-insur- 
ance cheaper. The United States is 
doubtless committed to a policy of 
business on credit and the inevitability 
of credit losses justifies a’considerable 
extension in the scope of domestic 
credit insurance. The domestic insur- 
ance business seems almost certainly 
to belong to the commercial insurance 
company, whether its activities are 
solely restricted to credit insurance or 
not. On the contrary, the export 
credit insurance seems more appro- 
priately a function of mutual associa- 
tions of the insured.®® 





©TIt is understood that American companies en- 
gaged in credit insurance have adopted the practice 
of reinsuring their risks among themselves. The next 
report of the New York Superintendent of Insurance 
which will be issued in March, 1931, will doubtless 
throw considerable light upon the effect of the recent 
business depression upon credit insurance as well as 
other insurance companies. 
See the Bookkeeper & Business Man’s Maga- 
zine, July, 1904; ibid. December, 1904. 
7In spite of the comparatively small scale of 
credit insurance business in the United States it is 
by no means certain that this claim is not in some 
degree substantiated by the facts. It is not unlikely 
that the statistical staffs of the credit insurance 
companies are the first to get a line on domestic 
business conditions. Were the credit insurance com- 


panies more powerful this information might be 
utilized very helpfully to prevent booms and to 
enable business men to prepare for recessions. 

*® The greatest appeal of credit insurance has been 
to firms with sales volumes varying from $300,000 
to $2,000,000 annually. 

°* A form of insurance somewhat like the credit 
insurance policies which have been discussed is now 
issued by at least one of the large insurance com- 
panies. This is a group policy covering banks 
making personal loans to individuals on the promis- 
sory note of the borrower carrying one or more 
personal endorsers. If the experiment of this type 
of policy is successful it is possible it may be ex- 
tended to cover commercial loans on_ collateral 
security. This group policy is somewhat like the 
block (Pauschal) form of German credit insurance. 





Montana Commissioner 
Recalls Auto Ruling 


ONORABLE GEO. P. POR- 

TER, Commissioner of Insur- 
ance for the State of Montana has 
sent out a communication to all health 
and accident companies reading as 
follows: 


“With reference to a Ruling sent 
out from this office, which is Com- 
missione’s Ruling No. 36, and which 
refers to the wrecking or disablement 
of an automobile or other vehicle, and 
which Ruling was to take effect on 
December 31, 1931, please be advised 
that I have seen fit to withdraw such 
proposed Ruling and the same will 
not go into effect in the state of Mon- 
tana at the end of this year.” 


The former ruling required that 
companies having the “wrecking or 
dismemberment” clause in policies 
as a condition precedent to recovery 
should eliminate it by January Ist, 
1932. 





The Journal of American Insur- 
ance will be found a great aid in keep- 
ing up to date on insurance topics 
and particularly on insurance news 
as related to the mutuals. The sub- 
scription price is $2.50 per year. Ad- 
dress The Journal of American In- 
surance, 180 No. Michigan Ave., 
Chicago, Illinois. 





Those subscribing within 
the next few weeks will receive, 
without cost, a set of reprints of re- 
cent editorials in answer to certain 
stock company propaganda. 


WANTED 


To Represent: 


A Mutual Company Writing 
Fire and Casualty Lines. South- 
ern or Southwestern States, 
Tennessee or Texas Preferred. 


15 Years’ Experience. A-1 
References. 


Address: Journal of American 
Box 106, 230 N. 
Michigan Ave., Chicago, Illinois. 


Insurance, 
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The Insurance Chemist 


Interesting Side Lights on the Part Played by Scientists In Making 
Industry and Home Activities Safe and Pleasant 


HY a chemist in the insur- 

ance business? A few days 

ago, the local papers carried 
headlines of the accidental death of 
a man who had entered a manhole 
containing fumes said to be benzol. 
The man was overcome and a lieu- 
tenant of the fire department fell 
unconscious in a vain attempt to 
rescue him. Both were dead when 
finally taken to a hospital. 

Later reports carried the news 
that the fire department gas mask 
was not efficient against benzol 
fumes. At least two insurance com- 
panies are vitally interested in this 
accident—the company carrying 
compensation of the first man’s 
employer and the company who 
carried the employee’s life insur- 
ance. The insurance chemist must 
find means to prevent such acci- 
dents, for any effort which the in- 
surance business can exert to effect 
a control of accidents lessens the 
cost of insurance and is a conserva- 
tion function of benefit to everyone. 
It is the salvage of human life and 
property from these hazards which 
chemistry has created or controls 
that concerns the chemist of the in- 
surance business. 

It would not be an interesting 
recitation to read a catalog of the 
chemical questions which are in- 
volved in the many kinds of insur- 
ance. I shall point out only one or 
two of the more common problems 
with which you are already fa- 
miliar, and I shall try to tell you 
in some detail some of the more in- 
teresting points of chemistry in 
relation to those hazards which 
cause loss of life or property. 

Oc 

HE part played by the chemist 

in fire insurance is fairly fa- 
miliar to newspaper readers. His 
services are required to advise us as 
to the methods of handling flam- 
mable and explosive materials and, 
if possible, to provide less flam- 
mable substitutes in those cases 
where the danger appears greatest. 
Fire itself is a chemical process, and 
its prevention or extinction is 
largely a chemical problem. It is 
very specifically a chemical problem 
when other materials than water 
are used in extinguishing it. An 
example of the more detailed ap- 
plication of chemistry in fire insur- 


By E. WARD THOMPSON 
Research Associate, Laboratory Division 
American Mutual Liability Insurance Company 
of Boston 


ance and _ prevention may be 
gleaned from the following facts. 
Certain substances which, because 
of their inflammable nature, are un- 
safe to grind in ordinary air may be 
ground in a ball mill in an atmos- 
phere of some inert gas, such as 
nitrogen, which adequately pre- 


vents the possibility of fire and at 
the same time does not affect the 
ground. 


material Since fire is, 
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chemically speaking, an oxydation, 
it follows that any materials which 
prevent the access of oxygen to 
flammable matter will prevent fire, 
or if fire has started, extinguish it. 
This is the “why” of the ordinary 
fire extinguisher which you carry 
in your car. It contains carbon 
tetrachloride, an easily volatile, 
heavy liquid, which when heated 
becomes gaseous and effectively 
blankets the flammable material so 
that it cannot come in contact with 
the oxygen in the air. It is due to 
chemistry that materials have been 
found for use in fire extinguishers. 
The action of an inert gas is often 
combined with that of water. In 
this case the water containing gas, 
as does the soda water you buy in 


the drug store, also has in it a soapy 
material which forms bubbles and 
therefore retains the gas in contact 
with the fire for a longer period. A 
common type of such an ex- 
tinguisher is known as Foamite. 


Doubtless the memory of an ex- 
plosion of x-ray film in a large hos- 
pital is still fresh in the listeners’ 
recollection. You will remember 
that there were many deaths, with 
much apparent mystery as to the 
cause. These fatalities were due to 
the inhalation of oxide of nitrogen 
formed by the burning of cellulose 
in the x-ray films. Following this 
disaster stringent rules in regard 
to the storage of x-ray film were 
immediately promulgated and to- 
day practically all hospitals use a 
kind of x-ray film which burns 
much more slowly than did the 
older type. This, together with the 
presence of automatic extinguishers 
in the film storage rooms, assures 
the public that such a catastrophe 
will not be repeated. 


In life insurance, chemistry is 
largely medical, and no life insur- 
ance policy of over $1,000 is issued 
without more or less extensive bio- 
chemical investigation to determine 
whether the prospective policy- 
holder is a good risk. The life in- 
surance chemist, usually a doctor, 
determines the adequacy of the 
bodily functions by the examination 
of the urine and, in the case of large 
policies, by an extended series of 
rather elaborate tests. In addition, 
many of the large life insurance 
companies extend their conserva- 
tion effort to prolonging life by 
interesting their insureds in con- 
serving their health by periodic 
examination. This policy is a direct 
benefit to the assured from the 
health standpoint, and to the public 
since it is an effort in the direction 
of lower insurance costs. 


That type of insurance commonly 
known as workmen’s compensation 
insurance is concerned with indus- 
trial hazards to workmen. With the 
increase in the application of chem- 
istry to industry, many new and 
unsuspected hazards to the health 
have arisen in which the chemist 
may be of service. Other hazards, 
such as lead and rock dust, have 
been known for hundreds of years 
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and their prevention or cure has 
been accomplished by the applica- 
tion of the modern science of 
biochemistry. Lead poisoning is 
perhaps the best known of these 
hazards. For many years the treat- 
ment was a purely empirical one, 
designed to give the patient as 
much relief from pain as possible. 
This problem was studied by Dr. 
Joseph Aub of Boston and the path 
of lead through the metabolism was 
definitely determined. It was found 
that the principal source of lead 
poisoning was not from absorption 
through the skin, nor even from the 
lead accidentally ingested with the 
food, but was the minute particles 
of the various salts of lead used in 
industry which were inhaled and, 
on coming in contact with the back 
of the throat, gained entrance to 
the blood stream where they caused 
a change in the red coloring matter 
of the blood. The human body is 
incapable of getting rid of the lead 
fast enough to keep up with the 
intake. Consequently, the lead in 
the bedy accumulates to a con- 
siderable extent. Dr. Aub found on 
further investigation that it was 
possible by the use of simple 
remedies to change the re-action of 
the blood stream from acid to alka- 
line and then when this happened 
lead was removed from the circula- 
tion and stored in the bony struc- 
tures of the body. As lony as the 
blood maintained its alkaline con- 
dition the patient was free from 
discomfort and might be “De- 
leaded” by changing the re-action 
of the blood to an acid one. If the 
proper balance between alkaline 
and acid is maintained the patient 
gets rid of the lead in very small 
quantities at a time. These small 
quantities are readily excreted and 
since no large amount of lead is 
present in the circulation at any 
one time, the patient suffers no in- 
convenience or pain in the process. 
In this instance both the toxic sub- 
stance and the action of the 
remedies are of a purely chemical 
nature and the basic reaction suffi- 
ciently simple that a school boy 
may understand its mechanism. 


x 
A> 


NOTHER substance of wide 

use in industry since the war 
is benzol, used as a solvent in lac- 
quers, varnishes and in the manu- 
facture of rubber and many other 
things. This substance is easily 
volatile and its vapors have proved 
fatal to a number of men engaged 
in working with it. Its exact chem- 
ical action on the body is not as 
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well known as that of lead. The 
chemist knows that its vapor is 
heavier than air and therefore that 
downward ventilation of the uten- 
sils in which it is used or the tables 
on which work with it must be done 
has proved an adequate preventa- 
tive measure which has greatly 
reduced the hazard from this sub- 
stance. Chemistry has also provided 
for industrial use substitutes for 
benzol which may be used in some 
cases, and which are in themselves 
non-toxic, and by this means has 
still further reduced the risk to the 
workman. 


Another problem of the indus- 
trial insurance chemist is that class 
of chemicals which may produce 
irritation of the skin. While few 
deaths result from the use of such 
materials, the condition is fre- 
quently one which requires treat- 
ment for a very long period and for 
this reason incapacitates the work- 
man from performing his usual 
duties. The number of such mate- 
rials is very great and their uses 
infinitely variable. One such sub- 
stance used in the curing of rubber 
is hexamytheltatramin. This is 
known to the rubber worker simply 
as “hex” and to the physician who 
uses it to combat infections of the 
urinary system as “urotropin.” This 
substance is used to hasten the cur- 
ing of rubber and when rubber so 
treated comes in contact with the 
human skin it produces an irritation 
which is extremely hard to cure and 
which may incapacitate the worker 
for many weeks. Chemistry has 
discovered other substances which 
are harmless and yet serve the same 
purpose, and in this way save much 
insurance cost to the rubber in- 
dustry. ) 


Certain dyes used in the fur in- 
dustry in the preparation of dyed 
furs may, if they come in contact 
with the skin, cause a disturbing 
condition which continues as long 
as one is exposed to it. Nor is this 
particular hazard confined entirely 
to the furrier, for if furs are worn, 
from which the surplus dye-stuff 
has not been entirely removed, the 
wearer is subject to the same condi- 
tion wherever the fur touches the 
skin. While we are on the subject 
of dye-stuffs, it may not be out of 
place to remark that the use of 
black dyes in re-dyeing colored 
shoes is not without an element of 
danger. Some of these dyes form 
analin black in the leather and the 
analin oil which must be used in 
them is readily absorbed through 
the human skin and has been known 





to produce fatal effects. Therefore, 
if shoes are re-dyed, care should be 
taken that they are dryed for at 
least 24 hours or longer in order 
that any analin oil may have a 
chance to evaporate. When so used 
these dyes are harmless. 


SOor7~r 


OT so long ago an analysis 

of window cleaning solution 
revealed the fact that it contained 
salts of hydrofluoric acid which ac- 
counted for the fact that the men 
using it were somewhat disturbed 
by the fact that they gradually lost 
their finger-nails by a rather pain- 
ful process. The use of this solution 
was stopped and the trouble ceased 
immediately. 


Other materials of the general 
class of ether and gasoline are used 
in various industrial processes. 
These materials, while not in them- 
selves of a poisonous nature, will if 
continually in contact with the skin 
so dry it by the extraction of its 
natural oil as to cause it to crack 
and through these cracks bacteria 
may enter which occasionally pro- 
duce a long and painful disability. 


Quite another class of chemical 
hazard is that involving the use of 
strong acids such as nitric, sul- 
phuric, hydrochloric, and _ also 
strong alkalies such as caustic soda 
and ammonia. Since these are 
essential to many industrial pro- 
cesses, methods must be found by 
which their use may be made rela- 
tively safe and the workmen com- 
ing in contact with them must be 
instructed as to those first aid 
methods which are both safe and 
effective. It is interesting to know 
that the most effective and safe 
method for the treatment of acid and 
alkali burns is the immediate applica- 
tion of large quantities of water to the 
affected area. This is only a first 
aid measure and of course medical 
aid should be obtained as soon as 
possible. 


Limited space prevents a further 
discussion of the application of 
chemistry to insurance, but it is 
hoped that enough has been said to 
show the importance of this science 
in the insurance business. 


Cutting Down the Overhead 
“You don’t love me any more. When 
you see me crying now you don’t ask 
why.” 


“I’m awfully sorry, my dear, but these 
questions have already cost me such a lot 
of money.”—Montreal Star. 
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A Study of Life Insurance Contracts 


With Special Reference to the Permanent and Total Disability Clause | 
as it Affects Companies and Policyholders 


The Permanent and Total Disability 
Clause in Life Contracts 


So much has been said and 
] written in recent months with 

reference to the permanent and 
total disability clause in life con- 
tracts and so many suggestions have 
been advanced as to modifications of 
the contract designed to restrict or 
limit this coverage so as to reduce or 
entirely eliminate the underwriting 
losses admittedly chargeable to this 
class of business, that the question 
may well be asked “Why should this 
Convention concern itself with a 
problem which the life companies are 
presumably capable of solving for 
themselves—which they are making 
every effort to solve—and which has 
now reached an acute stage requiring 
prompt solution ?” 


Whether or not we should concern 
ourselves with this question, the fact 
remains that since 1916 this Conven- 
tion has had the matter up for seri- 
ous discussion from time to time and 
at the Toronto meeting two years ago 
practically committed its members to 
a certain responsibility in eonnection 
with its solution. 


It is rather interesting to note that 
when this coverage was in its infancy, 
when the laws of many states pro- 
hibited, or at least failed to expressly 
permit it, and when the first attempts 
were being made to popularize it, the 
arguments used by its opponents 
were almost identical with those now 
adopted by many of its former advo- 
cates who have since joined the 
opposition. 


MO Mg Ry 


OR instance, at the 1916 Conven- 
tion one of the Commissioners 
made the following statement: 


“Life insurance has attained the great 
popularity that it now enjoys very largely 
because of the certainty of the contract. 
To introduce into the life contract fea- 
tures that are productive of controversy 
will just as surely have a bad influence on 
the business. The line of insurance most 
productive of question and controversy is 
the health and accident branch. This is 
not due to less ability, integrity, or hon- 
esty of purpose on the part of those en- 
gaged in this line of business, but it is 
inherent in this particular class of insur- 
ance. When a provision for health and 
accident coverage is incorporated in the 
life contract, the health and accident fea- 
ture is not raised to the level of the life 
contract, but the life contract is brought 
to the level of the health and accident busi- 
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ness; in other words, a contract is no 
more certain than its most uncertain fea- 
ture. If the health and accident contract, 
standing alone, is productive of contro- 
versy, it will, when incorporated in the 
life contract, make that contract equally a 
subject of controversy.” 


In 1924 another Commissioner ex- 
pressed himself upon this subject in 
the following language: 


“My primary object in bringing the 
matter of total and permanent disability 
provisions of life policies and supplemen- 
tary contracts before the Convention at 
this time is to secure the assistance and 
criticism of the Convention in the prepara- 
tion of proposed legislation which elimi- 
nates the inconsistencies of the law on 
such provisions and remedy the present 
practice of paying for temporary disabili- 
ties. Obviously, these inconsistencies and 
these undesirable practices exist because of 
a common failure of appreciation that life 
insurance and health and accident insur- 
ance are distinct and different kinds of 
insurance, and that health and accident 
insurance is not partial life insurance.” 


A year later the Convention 
adopted the following resolution: 


“(6) That the Committee has adopted 
and makes as its report, the report of the 
sub-committee on the question of elimi- 
nating the total and permanent disability 
benefits in life insurance policies, and 
reports as follows: 

Whereas, so-called total and permanent 
disability benefits in life insurance policies 
have shown a tremendous development in 
recent years in both liberality and volume 
of new business and have gone far beyond 
anything that could have been anticipated 
at the time when the first total and perma- 
nent disability benefits were introduced in 
life policies; 

Whereas, such benefits may meet a 
definite social need today and apparently 
have some advantages over similar bene- 
fits contained in non-cancellable accident 
and health policies ; 

Whereas, there are no standard policy 
provisions for such disability benefits, and 
some companies apparently are granting 
benefits which are entirely too liberal on 
the basis of the rate now charged; 

Whereas, there appears to be need for 
uniform regulation of total and permanent 
disability benefits included in life policies ; 

Whereas, so-called double and triple in- 
demnity benefits which are in the nature 
of accidental death benefits are included 
in life policies ; 

Now, Therefore, be it resolved, That a 
Special Committee of the National Con- 
vention of Insurance Commissioners be 
appointed to investigate and report on the 


following matters in connection with total 
and permanent disability and accidental 
death benefits included in life policies and 
to formulate any recommendations which 
may be necessary or desirable for the pur- 
pose of improving underwriting conditions, 
improving and clarifying policy provisions 
and giving better service—to the policy- 
holders. 





A. The advisability of formulating stand- 
ard provisions for so-called total and per- 
manent disability benefits. 


B. The advisability of prescribing rea- 
sonable restrictions under which such 
benefits can be included in life policies. 
Some of the points involved are minimum 
waiting periods, adequate rates and proper 
reserve basis, non-forfeiture values, maxi- 
mum surrender charges and _ dividend 
distribution. 


C. The advisability of frankly recog- 
nizing such benefits as non-cancellable 
accident and health insurance. 


D. The advisability of permitting or 
prohibiting double and triple indemnity 
and other accidental death benefits in life 
insurance policies.” 


and a special committee was ap- 
pointed to consider and report upon 
the matter. 
SOD 

gine 1H this committee failed 

to take any action and was finally 
discharged in 1927, the subject was 
resurrected in December, 1928, when 
Mr. Linnell of Massachusetts offered 
a resolution reading as follows: 


“RESOLVED, That present conditions 
resulting from the writing of disability 
benefits by life insurance companies are 
such as to require immediate action by the 
National Convention of Insurance Com- 
missioners. Competition has been the sole 
agent in the development of the disability 
benefit from a relatively unimportant posi- 
tion in the life insurance contract to one 
which overshadows the principal benefit 
itself. The addition of the so-called 90 
Day Clause has destroyed the significance 
of total and permanent disability. As a 
result temporary disabilities of very limited 
periods are now covered and life compa- 
nies are largely engaged in the writing of 
non-cancellable health and accident bene- 
fits. Large and persistent losses in Surplus 
are being experienced, a condition which 
Insurance Commissioners will soon be 
asked to explain particularly in the case 
of mutual companies. The dating back of 
claims and the diversity of practice in han- 
dling the disability benefit by different 
companies has made it impossible to estab- 
lish a sound actuarial basis for the calcu- 
lation of adequate premiums and reserves. 
Moreover, an increase in rates for a funda- 
mentally unsound underwriting proposi- 
tion can be no cure for the situation inas- 
much as experience in such cases shows 
that the claim rate rises faster than the 
corresponding increase in premiums. 
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Where increases in premiums have been 
made companies have granted other con- 
cessions that have nullified the value of 
the increase in rates. Under similar con- 
ditions the Convention has never been 
able to find a proper basis for the calcula- 
tion of premiums and reserves by accident 
and health companies writing non-can- 
cellable policies. The situation as regards 
disability benefits, if allowed to continue, 
will have the same unsatisfactory result. 
We believe that both of these problems 
could be solved by the Convention in pre- 
scribing a uniform benefit clause, or some 
standard provisions under which the bene- 
fits may be written. Many of the life com- 
panies have given this matter serious con- 
sideration, and we believe that a majority 
of these companies would welcome the 
necessity of the adoption of a uniform 
clause based upon conservative lines. The 
adoption of such a clause would develop 
a disability experience that could be used 
as a safe guide for the future. As a basis 
for possible standard provisions for the 
total and permanent disability clause in 
life insurance policies, we suggest the 
following: 


1. Waiver of premiums and monthly in- 
come benefit equal to one per cent of the 
face amount of insurance. 


2. Limit benefits to disabilities occurring 
before the age of sixty. 

3. Cover any total disability lasting six 
months, income benefits to accrue at the 
end of six months, no payments during the 
six months period. 


4. Premium waiver benefit to 
from commencement of disability. 


accrue 


5. Income benefits not to be dated back 
for a period exceeding six months before 
approval of claim. 

6. Define total disability as inability to 
perform the duties of any occupation. 

7. No increase in monthly benefits from 
the unit amount of one per cent of the face 
amount of insurance and no increase in 
benefits if disability results from accident.” 

Ooo 


HE question being thus again 

forcefully presented to the Con- 
vention, this body finally took action, 
directing the President to appoint a 
committee of five department actu- 
aries to work with a like committee 
previously selected by the compa- 
nies, with instructions to investigate 
and report as to the advisability of 
adopting standard disability provi- 
sions. This committee rendered the 
following report at the Toronto Con- 
vention in 1929: 


Standard Provisions for Total and 
Permanent Disability Benefits In 
Connection With Life Policies 


“Total and permanent disability provi- 
sions of contracts of life or endowment 
insurance (including Term) and annuities 
(other than contracts of Industrial or 
Group Insurance or Group Annuities), 
whether contained in the policies or in sup- 
plementary contracts, issued after January 
1, 1930, shall satisfy in substance the re- 
quirements set forth below: 


In construing these requirements: 


(1) Waiver of premium includes refund 
of waived premiums if paid. 
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(2) The term ‘income payments’ means 
monthly payments made in addition to 
waiver of premium and all benefits other- 
wise provided by the contract. 


(3) The term ‘disability benefits’ means 
waiver of premium, or both waiver of 
premium and income payments, whichever 
may be specified in the provision. 

(4) The term ‘maturity’ means, in the 
case of endowment policies, the date at 
which the policy becomes payable as an 
endowment, and in the case of deferred 
annuities, the date on which payment of 
annuity commences. 


(5) The term ‘age 60’ means either ac- 
tual or rated age 60 of the insured or the 
policy anniversary nearest thereto as may 
be specified in the provision, and the term 
‘age 65’ shall be similarly construed. 

I. The Following Provisions are 
Prescribed : 

(1) That total disability is incapacity 
(resulting from bodily injury or disease) 


to engage in any occupation for remuner- 
ation or profit. 


(2) That total disability which has been 
continuous for a period specified in the 
provision (not less than four months nor 
more than one year) shall be presumed 
permanent. 


(3) That written notice of claim must 
be given to the company (a) during the 
lifetime of the insured, and (b) during 
the period of disability. Failure to give 
notice within the time provided in the 
policy shall not invalidate any claim if it 
shall be shown not to have been reason- 
ably possible to give such notice and that 
notice was given as soon as was reason- 
ably possible. 

(4) That if total arid permanent disabil- 
ity is established as required by the pro- 
vision, any premium or instalment thereof 
which fell due during such total continu- 
ous disability and during a period specified 
in the provision (not less than six months ) 
immediately preceding notice of claim shall 
be waived. 

(5) That if total and permanent dis- 
ability is established as required by the 
provision, which began after the due date 
of a premium or instalment thereof in 
default, but not later than the last day of 
grace, provided such due date was within 
a period specified in the provision (not less 
than six months) immediately preceding 
notice of claim, disability benefits shall be 
allowed as if the default had not occurred, 
but the insured shall be liable for the pre- 
mium in default with interest thereon, if 
any. 

(6) That any dividends which would 
otherwise have become payable during 
disability shall be allowed as though the 
disability had not occurred, unless an 
annuity is provided as permitted by Para- 
graph 12 hereof. 


(7) That upon recovery of the insured 
from total disability, disability benefits 
shall cease and premiums or instalments 
thereof becoming due after such recovery 
shall be payable. 


II. The Following Provisions are 
Permitted : 


(8) That the entire and irrecoverable 
loss of sight of both eyes or the severance 
of (or alternatively, the entire and irre- 
coverable loss of the use of) both hands 
or of both feet, or of one hand and one 
foot, shall be deemed total disability. 





(9) That disability occasioned by ce:- 
tain risks or hazards specified in the pro- 
vision shall be excluded from the coverage. 

(10) That the disability provision shall 
be canceled or modified in the event of the 
marriage of the insured if the insured is 
a female. 

(11) That disability benefits shall be 
payable either to the insured or to a 
beneficiary. 

(12) That in lieu of income payments, 
there shall be payable an annuity certain 
for a period of not more than ten years, 
the present value of which shall be equal 
to the amount of insurance, but that upon 
recovery such annuity shall cease, and the 
insurance shall be restored at a propor- 
tionate premium for an amount equal to 
the present value of the unpaid instalments. 

(13) That in the case of endowment 
policies or deferred annuities income pay- 
ments shall be made during the continuance 
of disability after maturity, provided dis- 
ability occurred prior to maturity and 
prior to the insured’s attaining age sixty. 

(14) That in the case of endowment 
policies or deferred annuities maturing at 
an age not greater than sixty-five, disabil- 
ity benefits shall be allowed up to the date 
of maturity, in case the disability occurred 
after the insured attained age sixty, but 
before the date of maturity. 

(15) Any other provision not incon- 
sistent with these requirements which may 
be necessary to the efficient administration 
of the coverage provided and the protec- 
tion of the interests of the insurer or the 
insured. 


The intention is to permit, among oth- 
ers, provisions such as the following: 

(a) That proof of disability shall be 
made at the time and in the form and man- 
ner as specified in the provision. 

(b) That the insurer may require proof 
of continuance of disability, including ex- 
amination of the insured by the insurer at 
reasonable intervals. 


(c) That the insured may not convert 
the policy to a higher premium plan dur- 
ing continuance of disability. 


(d) That the insured may not change 
the mode of premium payment during the 
continuance of disability. 


_ (e) That a proportionate reduction of 
income payments, accompanied by return 
of premiums paid on the amount of such 
reduction, may be made in case the aggre- 
gate monthly amount payable to the in- 
sured on account of disability exceeds the 
percentage specified in the provision (not 
to exceed 100 per cent) of monthly earned 
income at date of disability, or alterna- 
tively at date of application. 


III. The Following Provisions are 
Prohibited : 


(16) That disability benefits shall be 
allowed for disability other than that de- 


fined as total and permanent.by Paragraphs 
1, 2 and 8 hereof. 


(17) That disability benefits shall be 
allowed for disability commencing after 
the insured has attained age sixty (except 
in accordance with Paragraph 14 hereof). 


(18) That the face amount of insurance 
shall be reduced by the amount of any dis- 
ability benefits (except in accordance with 
Paragraph 12 hereof). 


(19) That in the case of life insurance 
policies the monthly income payment shall 
exceed 1 per cent of the face amount of 











insurance (exclusive of additional acci- 
dental death or pure endowment benefits). 


(20) That in the case of deferred annu- 
ities with maturity at age 70 or earlier the 
monthly disability income payment shall 
exceed one-twelfth of the annual annuity 
or in the case of deferred annuities with 
maturity at a later age a monthly income 
disability payment shall be allowed. 


(21) That income payments shall be 
made for any part of the first three months 
of total disability or for any fractional 
part of a month thereafter. 


(22) That income payments shall be 
made retroactive for a period of more 
than one year prior to written notice of 
claim to the company or in any case for 
any part of the first three months of total 
disability.” 

Ca 


Pg some argument centering 
largely around the prescribed 
definition of total disability and after 
so amending it as to provide that the 
necessary reserves for this coverage 
be set up by the carriers, the report 
was adopted. 


The so-called standard provisions 
thus endorsed by the Convention 
were, of course, ineffective as to any 
particular state until adopted through 
legislative act or departmental ruling. 
and many of the Insurance Commis- 
sioners promptly issued formal rul- 
ings, withdrawing approval of policy 
forms previously filed and notifying 
carriers that after July 1, 1930, none 
would be approved unless they con- 
tained the standard provisions. 


As a result of this action by the 
Convention and the individual com- 
missioners, and in spite of the fact 
that it was generally understood that 
some carriers might ask the courts 
to determine whether they were 
legally bound to adopt the prescribed 
definition of total disability (a con- 
tingency which has since come to 
pass with some degree of success 
recorded in favor of the objectine 
companies) yet it seemed to be gen- 
erally accepted that something sub- 
stantial had been accomplished 
towards curtailing the careless under- 
writing of disability insurance ; some- 
thing tending to stop the enormous 
losses attributable to this class of 
business; something which might 
place disability coverage on the same 
high plane which life insurance (un- 


adulterated) had occupied for so 
many years. 
However, results to date have 


utterly failed to justify the optimistic 
prophesies of two years ago. Under- 
writing losses have continued, the 
class of undesirable “pensioners” 
has increased enormously, while con- 
troversies between companies and 
assureds as to the interpretation of 
the disability contract have not sub- 
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sided to any. appreciable extent if at 
all. Insurance Commissioners are 
still compelled to explain to dis- 
gruntled nolicyholders the difference 
between total and permanent disabil- 
ity on the one hand and accident and 
health insurance on the other; to 
listen to the oft-repeated wail that 
the agent who sold the contract rep- 
resented it as the latter; and to ad- 
monish assureds to do—what we all 
know is seldom done even by the 
Insurance Intelligentsia — viz., to 
read their policies before filing them 
away for safekeeping. That life in- 
surance suffers by reason of such 
controversies may be accepted as 
axiomatic. 

Some of the losses of the last two 
years may be attributed to a rather 
startling sales policy adopted by many 
of the carriers during the first six 
months of 1930. It was generally 
assumed—at least by the uninitiated 
—that the first six months of 1930 
would show a marked decline in dis- 
ability underwriting, that agents 
would receive specific instructions to 
stress life insurance during that 
period and forget disability, particu- 
larly as the companies were then 
promulgating rates effective as of 
July 1st which would presumably 
prove adequate. 


But again the prognostications of 
the unsophisticated miscarried. Dis- 
ability was universally stressed as 
never before, and insurance pros- 
pects were urged to “get in under the 
wire,” to load up with disability cov- 
erage before the rates went up, 
thereby gorging the companies with 
the unprofitable business complained 


of. 


T can’t help but feel that the com- 
parative reduction in new business 
written during the iast six months of 
1930 was due not entirely to the de- 
pression as claimed by some, nor to 
the fact—if it is a fact—that the first 
six months of every year are better 
from a production standpoint than 
the last, but largely to the fact that 
producers in general had practically 
exhausted their list of prospects by 
loading them up with disability insur- 
ance—with life insurance thrown in. 


However that may be, the fact re- 
mains that disability insurance as now 
written i3 a thorn in the flesh of most 
life companies and that a real effort 
is being made to remove it, even 
though a major operation may be 
required. 

QOoa> 
Some of the proposals most com- 

e monly offered to remedy this 
situation are as follows: 

1. To exercise more care in under- 
writing. 
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2. To cut monthly benefits from 
$10.00 to $5.00 per thousand of 
insurance, 


3. To stop disability payments at 
age 60 or 65. 


4. To lengthen the waiting period 
from four to six months. 


5. To limit coverage to cases where 
disability occurs before a certain age 
—say 55. 


6. To adopt a pro rating clause 
aimed to prevent an insured from ob- 
taining benefits in excess of his aver- 
age income over a period of two or 
three years next preceding disability. 


7. To cease writing disability cov- 
erage except in so far as waiver of 
premium is concerned. 


The universal adoption of any one 
of these proposals would undoubtedly 
reduce disability underwriting losses 
in some degree. 


More careful underwriting (Pro. 
1) would undoubtedly — eliminate 
some of the potential “pensioners.” 
In fact, many of the companies have 
already taken steps to improve under- 
writing practices and have given 
their agents instructions to cease 
stressing disability coverage and to 
concentrate upon the sale of life 
insurance. 


A reduction in benefits (Pro. 2) 
would be equivalent to a further in- 
crease in rates and would undoubt- 
edly result in an adverse selection 
against the companies. The prospec- 
tive “pensioner” would be compelled 
to double his disability coverage in 
order to live the life of ease and 
luxury which he had planned, but 
the average honest individual seek- 
ing protection against unforeseen 
misfortune would be deterred from 
paying the price for the limited cov- 
erage offered. 


To cease disability payments at age 
60 or 65 (Pro. 3) would compel 
some of the “pensioners” to cut short 
their vacations at Miami or the Ri- 
viera, but on the other hand the 
average policyholder would be de- 
prived of the protection to which he 
is entitled and for which he has 
presumably paid. 


Extending the waiting period from 
four to six months (Pro. 4) would 
undoubtedly reduce the amounts paid 
on short-term claims, but we are as- 
sured by company actuaries that it is 
not the short-term claimant who is 
responsible for the heavy losses suf- 
fered but the long-term “pensioner.” 


Proposal No. 5 offers the same ad- 
vantages but carries the same disad- 
vantages as Proposal No. 3. 
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With reference to the pro rate 
clause (Pro. 6), it seemed to me at 
the time this matter was discussed at 
Toronto, and I still feel that sufficient 
time was not allotted for discussion 
of this important matter. Very 
strong arguments were advanced in 
favor of the pro rate clause, but time 
was limited and the speakers were 
compelled to curtail their remarks, 
with the result that the proposal re- 
ceived very slight consideration. 


In my opinion, the adoption of the 
pro rate clause would certainly dis- 
courage the potential “pensioners” 
from loading up with this class of 
coverage and, on the other hand, it 
would encourage the recovery of the 
partially or temporarily disabled 
policyholder who might otherwise, 
through certain mental and nervous 
reactions — which the psychiatrists 
only can explain—become a perma- 
nent charge upon the company. 


If the total disability benefits paya- 
ble by all companies under the pro 
rate clause are limited to two-thirds 
or three-fourths of the insured’s 
average income over a period of two 
or three years preceding disability, 
the insured becomes in a sense a co- 
insurer, with the same self-interest 
in maintaining his health and earning 
power that the co-insurer under a fire 
policy has in protecting his property 
against fire. In neither case is there 
any inducement “to sell out to an 
insurance company.” 


One objection to this clause is that 
it may in certain cases work an in- 
justice upon claimants whose earning 
capacity has been so reduced through 
partial disability during the years 
immediately preceding total disability 
as to practically wipe out all benefits 
under the policy. This is certainly a 
valid objection but it may not be 
insurmountable. 


If disability is to continue to be 
written as a part of life contracts and 
if a committee of this body is to give 
further consideration to the matter of 
standard disability provisions, I rec- 
ommend that serious thought be given 
to the incorporation therein of a 
standard pro rate clause, 


Proposal No. 7 involves a major 
operation which, if performed, will 
remove the source of infection and 
relieve the patient of the numerous 
minor operations suggested by vari- 
ous consultants. Personally, I favor 
the operation. 


Ooo 


N my judgment, the only way this 
can be accomplished (dropping 
now the medical simile) is through 
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the concerted action of all, or at least 
the larger proportion of life compa- 
nies. Whether this is feasible, is not 
for me to say. Certainly this Con- 
vention has no power, nor have indi- 
vidual Commissioners, to take such 
drastic action. We can consider the 
merits of the proposal, open up our 
meetings as a forum for discussion, 
and make recommendations one way 
or the other, but that is all. 


It is for the companies to say 
whether they are willing to forego a 
certain portion of their business, 
carrying a substantial premium in- 
come—business which, however, up 
to the present time has not paid its 
own way—in order to stop unneces- 
sary losses, reduce controversies, 
misunderstandings, litigation, and in 
order to re-establish life insurance in 
the minds of the public as the most 
stable and the most dependable of 
American institutions. 

In discussing this subject I have 
purposely refrained from quoting fig- 
ures. Whether 142 life companies 
made $13,000,000 last year on disa- 
bility coverage, while 145 companies 
lost $52,000,000, is not so important 
to us as Commissioners (conceding 
that these losses would not affect the 
solvency of any company) as is the 
fact that these losses are necessarily 
paid—at least in the case of partici- 
pating companies—by numerous in- 
nocent policyholders who are in no 
way responsible for the companies’ 
unfavorable experience. 





In closing, let me say that I do not 
expect my views to coincide with 
those of any considerable number of 
our members; my only hope is that 
whatever discussion may follow will 
result in keeping this inyportant mat- 
ter before the proper Convention 
Committee for future deliberate 
consideration. 

DSO 
Multiple Location 
(Continued from Page 15) 
out the necessity of some such group 
to meet marine competition and de- 
nying most of the charges made. 

At the September meeting of the 
Agent’s Association in Los Angeles a 
report on the I. U. B. was submitted 
by Harry R. Manchester which, al- 
though not an outright condemnation, 
expressed scepticism of the benefits 
to be received. In his supplementary 
remarks Mr. Manchester pointed out 
that the I. U. B. has no other func- 
tion than to make rates and prescribe 
policy conditions; that its rates are 
often frankly competitive and far be- 
low a true average. He admitted that 





there is some justification for a re- 
duction because of the lower under- 
writing expense, the fact that there 
is insurance to 100% of the value 
insured and lower commissions to 
the agent. The fact that the I. U. B. 
rate on any risk was unpublished and 
could not be secured without,a letter 
of authority from the assured was 
also severely criticized. Up to the 
present therefore, it is safe to say 
that the Interstate Underwriters 
Board has not received the confidence 
or cooperation of the local agents. 


In one respect the I. U. B. has ful- 
filled the hopes of its sponsors. The 
marine floater has been discarded for 
the covering of multiple location risks. 
There are rumors that some of the old 
policies have never been cancelled and 
that they still remain in chain store 
vaults but the situation generally has 
been cleared up and marine competi- 
tion is no longer feared. 


a> 


HE Interstate Underwriters 

Board was organized to meet a 
definite demand on the part of busi- 
ness for a fire form suitable for mul- 
tiple location risks. It has accom- 
plished this in a way satisfactory to 
business but generally unsatisfactory 
to the insurance agents and has be- 
come to some extent a means of se- 
curing competitive cut rates against 
mutuals, reciprocals and non-affiliated 
insurance carriers. It will continue to 
exist only so long as the member com- 
panies keep faith with each other. 


The principle of a reporting form, 
with premium adjustment at the end 
of the year on values actually at risk 
and automatic coverage on newly ac- 
quired merchandise and new _ loca- 
tions, is being widely adopted outside 
the I. U. B. The new single state re- 
porting forms gives practically the 
same coverage as the I. U. B. forms, 
with the rate determined through the 
regular rating bureaus. On_ the 
Pacific Coast a Provisional Reporting 
Form has been devised which gives 
the flexible coverage of the reporting 
form on single location risks. The 
agents would undoubtedly prefer to 
see these forms supplant those of the 
I. U. B. even if such a change made 
national coverage impossible. The 
companies, on the other hand, un- 
doubtedly consider the I. U. B. a 
strong weapon against non-affiliated 
competition and wish to continue its 
use, even though it injures the local 
agent to some extent. 











About the Insurance 
World 


(Continued from Page 8) 


MutualMen MUTUAL insur- 
Attending ance men were there 

* in force and many of 
them attended the special luncheon 
given on Wednesday of the conven- 
tion week. Several mutual committees 
took advantage of the opportune 
moment to have meetings and of 
course many were interested in cir- 
culating through the corridors and 


meeting old friends together with 
possibly keeping a weather eye out 


for business. Among those seen dur- 
ing the week were: 


J. J. Beall James S. Kemper 
S. Bruce Black J. M. Legris 
S. S. Brewer T. G. McCracken 


—_ 
\+2 


.]. Brookhart G. A. McKinney 
J. W. Buckingham L. A. Mingenbach 
John Cronin E. S. Nail 

J. J. Fitzgerald W. FE. Otto 

P. W. A. Fitzsimmons 

Burton S. Flagg ia.. j. Pelstring 
F. B. Fowler Justin Peters 

H. T. Freeman C. Pe. La Purmont 
Harry F. Gross Chas. M. Purmort 
John A. Gunn M. D. L. Rhodes 
| : Chase M. Smith 
C. E. Hodges, Jr. D. R. Stettler 

B. R. Jones H. E. Stone 

Chas. Keating 


John L. Train 
W.H. G. Kegg C. FE. Twitchell 


SO 
Pan Handler COM MISSION- 


ers change so fast 
that neither the old nor the new ones 
can be sure of knowing all of their 
associates at sticcessive meetings of 
the convention. One old timer, head 
of a department, sitting in the hotel 
lobby noticed a man across the way 
and in a kindly spirit went over to 
ask if he was a visiting commissioner. 
“No,” said the man quietly but 
hopefully, “but I am unemployed and 
could you let me have a dime for a 
cup of coffee.” 


OSD 
"ti > 


Star Chamber THE representatives 

of the press took 
with good nature the hardship im- 
posed on them by the commissioners 
when the convention resolved itself 
into executive sessions time after 
time, thus preventing the obtaining 
of news. Of a consequence it was an 
eager and smiling crowd which gath- 
ered about the big glass doors cutting 
off the convention room from the 
corridor. Both mutual and stock rep- 
resentatives commisserated with each 
other over this situation which did 
not give them any breaks for publica- 
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tion. Considerable speculation was 
rife concerning what was going on in 
the star-chamber meetings. The only 
news which leaked out was that con- 
veyed by expressions on the faces of 
the speakers and particularly by the 
gesticulations which accompanied the 
abundant flow of words. 

Chairman Van Schaick was seen 
laying down his arguments like a 
lawyer at the bar and his earnest 
speech apparently impressed every- 
body in his audience. 


Commissioner Mortensen of Wis- 
consin was on his feet several times 
stating what appeared to be contrary 
conclusions to those of the Chairman, 
and Colonel Dunham in dissenting as- 
sumed a vigorously solid stance and, 
apparently, did not hesitate to take 
large divots when necessary. His 
declaration of independence stirred 
up much excitement as he reiterated 
the slogan, “Give me December 31 
valuations or give me none.” 

Commissioner Lowry of Missis- 
sippi spoke with true southern spirit, 
as did Commissioner Reece of Ten- 
nessee, and Commissioner Davis of 
the District of Columbia with notable 
sincerity and aplomb also arrested 
the attention of those who were wait- 
ing outside the transparent but sound 
proof barrier. 

It remained for Commissioner Tar- 
ver of Texas to put on a truly dra- 
matic performance. His view of the 
situation, punctuated with gestures 
accompanying a statement which 
must have been a marvel of declama- 
tory style, was a spectacular bit of 
oratory that had the unique power to 
catch the fancy of both those who 
could and could not hear it. 


SSi> 


“On to Dallas’ COMMISSION- 
ER TARVER also 
drew down a vociferous round of ap- 
plause by his colorful description of 
the welcome which is being planned 
for the Commissioners when they 
meet in the south during their con- 
vention next fall. He announced an 
astonishing program by which the 
Convention is to have three sessions, 
one in the city of Dallas, another in 
Houston and the final one in Galves- 
ton with large slices of southern hos- 
pitality accompanying each. The 
Commissioner conjured up visions 
of corn pone deluxe, succulent chicken 
fried in the best black mammy style, 
visits to places replete with every kind 
of interest, fishing, hunting, golf and 
boating, and even a parade of bathing 
beauties. 
After this masterly invitation it can 
be said that no commissioner could be 
induced to forego this trip and as for 
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the press and the company representa- 

tives they already have their suitcases 

packed. 

Dona 
GOVERNOR I. C. 
Blackwood, Chief Ex- 

ecutive of the State of South Caro- 

lina was an interested and interest- 
ing visitor to the convention. He was 
asked to say a few words to the as- 
sembly and responded with a speech 
which was not only a sound tribute 
to insurance as a great science, but 
also was a piece of wit and humor 
par excellence. His story of the auc- 
tioneer boosting the charms of the 

South Carolina landscape was perfec- 

tion of its kind and the eloquence of 

his round periods was much admired. 


Celebrities 


Mr. Duvall, representing the Insur- 
ance Department of the Dominion of 
Canada, brought dignified and cheer- 
ful greeting from our neighbor to the 
North in a brief and graceful speech 
after a welcoming introduction by 
Chairman Livingston. 


DO 


VISITORS were treated 
to the spectacle of a snow- 
storm swirling through the skyscraper 
canyons of New York City. Viewed 
from the top stories of the hotel this 
foretaste of Christmas weather, hur- 
tling in from the sea, provided a 
thrill which caught the attention of 
even the most unimaginative insur- 
ance technician. 

With aerial drifts sweeping in 
phantom glaciers stretching from the 
towering Empire State and Chrysler 
buildings to the lesser fifty story 
structures on down to the streets, 
there was a picture here to engage the 
talents of a Moran or Inness. A few 
minutes of this and the storm was 
gone, typifying, perhaps, in some re- 
spects, what was happening the same 
afternoon in certain committee meet- 
ings. 


Storm 


OS> 
Geniality THE robust Clarence W. 
Hobbs, special represen- 
tative of the National Convention to 
the National Council on Compensa- 
tion Insurance and easily discerned 
among the crowd as 200 pounds or 
more of geniality was very much in 
evidence—not with poems of his own 
construction this time, but with sev- 
eral new stories with which he di- 
verted attention when called upon for 
opinion concerning controversial sub- 
jects. Mr. Hobbs has become a 
standard feature of the Commission- 
er’s Conventions and his choice brand 
of entertainment and counsel is al- 
ways looked for and welcomed by 
everybody concerned. 
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A Lott of 


Amusement 


EDSON S. LOTT 
was about, with his 
sanguine and _benig- 
nant smile, apparently little perturbed 
over the fact of certain capital stock 
having been recently reduced by an 
amount which it was necessary to set 
over to surplus. Both he and Walter 
Bennett, who so frequently teams up 
with Uncle Edson to accuse the 
mutuals of high crimes and misde- 
meanors including witchcraft, hob- 
nobbed with everybody, including 
some of the representatives of deadly 
“assessment” companies, and thus 
proved themselves much more reason- 
able and sane in the flesh than on 
paper. It surely would be an eyeful, 
if not an earful, should Wellington 
Potter, the Rochester “Reciprocity” 
man, get together with these two for 
the purpose of discussing boycotts 
and other cute little items of stock 
competition methods. 


OO 
BROADWAY profited 
handsomely by the influx 


of commissioners and observers of 
the convention. 


Theatres 


Weighty deliberation during the 
day seemed to demand recreation 
during the evening, as every attrac- 
tion from the spectacular Scandals to 
the deep and solemn Mourning Be- 
comes Electra had its quota of insur- 
ance people on the main floor center. 


This crowd seems to know its way 
around in New York and were ap- 
parently well acquainted with means 
of pulling the proper strings to ac- 
quire good seats. 


Onc 


ONE mutual visitor from 

3oston who never fails to 
pull off a joke on somebody on every 
possible occasion noticed that a fur- 
riers’ convention was being held in a 
room adjacent to the insurance meet- 
ings at the Pennsylvania. It was a 
strategy of his to buttonhole the mu- 
tual heavyweights and conduct them 
to the furriers’ registration desk 
where several all but signed up on 
cards which would have put them on 
the mailing list as proprietors of es- 
tablishments for the sale of “clucks 
and soots.” 


Jokes 


Soro, 


Another mutual representative had 
a colloquy with a hotel house-detec- 
tive which developed the strange cir- 
cumstance that at midnight, in a cer- 
tain Fountain Room, three people 
from different sections of the coun- 
try placed their overcoats, which were 
identical as to size, style and mate- 
rial, on a rack, and each took away 
the wrong garment. 
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Snooping Around SLIPPING out 
the Business Corner between sessions 

of the conven- 
tion the Journal observer hunted up 
several of the big shots in the actu- 
arial field to ask why they were not at 
the convention. “Well, I'll tell you,” 
said one of them, whose concern deals 
with hundreds of millions, “we, in 
the statistical game are always a long 
distance in advance of conventions. 
We have to be. Businessmen couldn’t 
get along with figures dealing with 
the present moment. Our job is to 
look ahead. 


“All that needs to be done is to 
apply a little common sense to the 
situation. It’s a trite saying now that 
this isn’t the first depression the coun- 
try has ever experienced, but no one 
knows it better than the actuaries. 
Back in 1871-1872 and 1873 there 
were similar times to these and both 
before and after the time the panics 
came along almost in regular order. 
But the people in charge of finances 
applied common sense and prosperity 
always came back. Especially so in 
’73, when somebody coined the phrase 
‘Time and compound interest will 
cure all financial ills——and it is true 
now as it was then. 


“Compound interest is no miracle 
worker over night, but in the long pull 
it is one of our greatest of construc- 
tive forces. Without wanting to criti- 
cise any commissioner or group of 
commissioners, there can be doubt 
that the sane procedure right now 
about valuation of securities is to 
give the companies a break. During 
other depressions insurance compa- 
nies were carefully scrutinized for 
evidences of good management and 
proper selection of investments. If 
they were found to have used honest 
judgment in placing théir funds, they 
were given the benefit of the doubt 
in the comparatively brief moment of 
their trouble, and this policy pulled 
them through handsomely. The same 
commonsense attitude will eventually 
cause the compound interest to work 
its cure of our money maladies of to- 
day. Discretion will have to be used, 
of course, since there may be com- 
panies too far gone to be saved, but 
these will be relatively few. 


“You see, to the actuaries, the panic 
began five years ago. We told the 
public that what went up so suddenly 
must come down and most of the peo- 
ple laughed at us. Now we are like- 
wise several years ahead, pointing 
out that the situation is bound to clear 
up and the people accuse us of being 
dreamers. But we aren’t imagining 
things at all. We don’t deal in fancies 
but in figures. The stability of the 





concerns we.serve is built on the aver- 
age of the curve of probabilities and 
we can just about hit off the precise 
trend of sound securities over a 
spread of time. Our employers aren’t 
worrying. To prepare for this season 
of distress is exactly the reason why 
departments for the study of statistics 
were created years ago. This pro- 
cedure was and is the part of good 
business. It seems very simple logic 
now, but the sentimentalists of boom 
times, of which there were legion, 
could not see it then. What we should 
do is to shed no tears into the empty 
cream jugs of yesterday, but get 
ready for hard work milking the cows 
of commerce, which will be fresh 
after their travail, presently.” 


Another statistics notable who has 
access to accurate information about 
farm loans was beaming when we 
entered his office. “I wish I could 
give you this over my name,” he said, 
“but a company rule forbids it. How- 
ever, it can be stated positively that 
the farm loan situation has not only 
turned the corner but is positively 
headed in the right direction. 


“People in general apparently do 
not realize what is commonplace to 
us in an office like this. The experi- 
ence of the agricultural business in 
the United States forecasts the condi- 
tion of general business several years 
ahead. The farmer began to feel a 
slump before the stock market did, 
and conversely the condition of the 
farmer now, especially as to his loan 
problems, shows that his improved 
status will shortly be reflected in the 
general financial affairs of the coun- 
try. This observation is based on ex- 
pert research and is being put to prac- 
tical use by financial institutions with 
vast amounts at stake. It is a good tip 
also to buy farm land now.” 


So, gentle reader, if these things be 
true, and we think they are, let us 
make the most of them. 


Oa 


Mutuals Not 


AS indicating the 
Cutting Salaries 


condition of mu- 
tual fire and cas- 
ualty insurance companies generally 
during the depression the answers to 
a United States Chamber of Com- 
merce questionnaire recently sent out 
are significant. Among the queries in 
this communication was one asking 
if working forces either in the field 
or in the office had been reduced and 
if wages had been cut. With a few 
exceptions, and these only in localities 
where business and collections are 
particularly slow, the replies show 
that the mutual companies have re- 
tained their regular staffs at no reduc- 
tion in wages. In several cases office 











‘and field forces have been increased 
to meet business demands. One com- 
pany has boosted wages this year, and 
has added six salaried employees, as 
well as having instituted an employ- 
ees’ pension fund. 


Many of the insurance company 
managers reporting say that their or- 
ganizations have felt the present eco- 
nomic stress very little, and, due to 
careful management, mutual under- 
writing has held up very well. 


All of which is logical since mutual 
insurance is particularly adapted to 
going through a depression with little 
harm to its structure. Careful buyers 
of insurance are prone to look around 
for the best proposition as to quality 
and economy more than ever during 
hard times, and the mutuals have been 
consistently reaping the benefit of 


this attitude of extra caution on the ' 


part of the policy holding public. 


Once a householder or a concern 
is mutually insured there is seldom 
any change back to the stock fold, 
which is another reason why the stock 
propagandists are especially loud in 
their protests against the mutuals in 
these present blue business moments. 
If one stock company takes business 
away from another there is not so 
much wailing, because by the law of 
averages the company which has suf- 
fered in one case will gobble up a risk 
of its rival in another territory—but 
they seldom get back the mutual risk, 
notwithstanding the ballyhoo about 
such twisted instances as the Hup- 
mobile fiasco. 


Hail to 
Victor Barry 





THE largest gather- 
ing of the many cen- 
tered around the 
convention was at the dinner given in 
honor of James Victor Barry when 
some 700 of his friends in the insur- 
ance business sat down to a sumptu- 
ous feast in the equally sumptuous 
new ballroom of the Waldorf-As- 
toria. 


Mr. Barry who achieved a high 
executive position in the Metropoli- 
tan Life Insurance Company after 
having been insurance commissioner 
of the state of Michigan for ten years 
has by his geniality and friendly 
helpfulness to thousands of people 
developed an acquaintance with a 
loyal myriad of friends such as are 
seldom vouchsafed to any one man. 
Thus it was felt opportune that on 
the occasion of his retirement from 
active connection with the Metro- 
politan, the date of which coincided 
with the National Convention of In- 
surance Commissioners meeting, a 
public recognition should be given to 
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Mr. Barry’s long and useful service 
in the insurance business. 


Geographically considered the 
guests at this banquet probably came 
from a wider spread of territory than 
was ever represented by any similar 
event. The guest of honor, literally 
drew friends from coast to coast and 
from the northern to the southern 
border all uniting in wishing him 
decades more of active interest in life. 


The general dinner committee was 
composed of Henry F. Tyrrell, chair- 
man, together with Clarence Axman 
and Charles M. Cartwright. And the 
speakers of the evening included Al- 
fred Hurrell, Vice-President and 
General Council, The Prudential In- 
surance Company, toastmaster ; 
Charles D. Livingston, President, Na- 
tional Convention of Insurance Com- 
missioners; Cecil F. Shallcross, 
United States Manager, North Brit- 
ish & Mercantile Insurance Company, 
Ltd.; Frederick Richardson, United 
States Manager, General Accident 
Corp., Ltd.; Edward M. Allen, Presi- 
dent, National Surety Company ; 
Frederick H. Ecker, President, Met- 
ropolitan Life Insurance Company ; 
and Joseph Button, President, Union 
Life Insurance Company. 


The program was further enlivened 
both before and after the speaking 
program by music varying from 
classic opera arias by Miss Cecil 
Arden, formerly of the Metropolitan 
Opera Company, to Ben Bernie’s Or- 
chestra which filled the great room 
with both syncopated modernism and 
the standard tunes that everybody 
likes. All present were proud to have 
been at this notable dinner and few 
failed to carry away the handsome 
gold embossed and silk braided menu 
which included also a photogravue 
likeness of Mr. Barry and the names 
of the scores of honorary members 
on the general committee. 


The Journal of American Insur- 
ance joins with Mr. Barry’s legion of 
other friends in expressing its felici- 
tation on the great success of his 
career, and the hope for the happy 
consummation of his plans for the 
future. 


75 Year Old THE Abington Mu- 
Mutual tua Fire Insurance 

Company of Abington, 
Mass., as a part of the observance of 
its Seventy-fifth Anniversary, has 
erected a new building for its ex- 
clusive occupancy. 

One enters the building through a 
small vestibule of which the walls and 
woodwork are painted a light cheer- 
ful color with a floor covering of dark 
rubber tile. Directly off the vestibule 
is a small public space enclosed on 
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one side by the walls of the con- 
ference room and separated from the 
Officers’ Space on the other side by a 
low counter which forms the top of 
the steel map files. The Conference 
Room is on the opposite side. 

The large work room at the rear is 
laid out with ample room for files and 
for future expansion. The ceiling is 
covered with an acoustical material 
to absorb the noise of machines. 

In the basement there is a large 
storage vault under the whole front 
of the building. Structurally, with 
its masonry walls and modern interior 
the building is practically fireproof. 

A small, soft toned brick from Con- 
necticut was used for the face brick, 
the long lines of the window treat- 
ment and of the corner quoins as well 
as the entrance doorway detail were 
all utilized to give height to the wall 
and thus dignity to the entire struc- 
ture. The stone trim is limestone and 
the roofing material is a soft gray tile. 
The iron grilles and railings, the 
lighting fixtures and the letters in blue 
enamel over the entrance were all 
used to give interest and character 
to the design. 
Van Schaick 


Fines Broker 


GEORGE S. VAN 
Schaick, Superin- 
tendent of Insurance 
of New York, continues in his cam- 
paign to teach brokers that they 
must obey the laws of that state. 

This time he has given a decision 
that Rutherford & Maher shall be 
fined $1000 for wilfully procuring 
automobile public liability and prop- 
erty damage insurance for a chain 
company operating restaurants in 
New York in the Employers Liability 
Assurance Corporation at rates which 
were improper and not being the 
same as those filed for the corpora- 
tion. While the Employers Liability 
is not accused of acting wilfully, it 
is censured for being lax in not dis- 
covering the violation. The method 
of the violation was the mis-descrip- 
tion of territories in which vehicles 
were operated and garaged. 

The commissioner says in the lat- 
ter part of his decision: 

“The firm acting through its em- 
ploye, J. H. Carlson, obstructed ef- 
forts to discover the true facts and a 
correction of the contract. For this 
wilful violation of the provision of 
section 141 of the Insurance Law, 
the firm of Rutherford & Maher 
shall forfeit to the people of the 
State of New York the sum of 
$1000.” 

Clean methods of competition are 
a crying need among certain groups, 
and perhaps, with the New York 
Commissioner as their teacher, other 
offenders may soon learn a lesson. 
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Home Office Building 


. . . The Hardware Mutual Casualty Company is licensed in every 
state in the United States, with the exception of Nevada, where 
application for license has not been filed. 

. . . Nation-wide claim service is carried out by 18 branch offices, 
and over 3,000 attorneys and adjusters located in every county and 
in every large city in the United States. 


. . « Over 70,000 policyholders enjoy the advantages of this coast- 
to-coast service. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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The Federal Mutuals 
and the Banker 


Federal Mutuals for insurance. Some of 


The Federal plan of protection is 
being used by modern business men 
throughout.the country. The Federal 
Mutuals protect only selected property. 

Banking institutions represent a large 
number of satisfied Federal policy- 
holders. The analytical mind of the 
banker has thoroughly scrutinized the 
Federal’s financial statement and has 
found the organization strong and 
sound. Bankers can readily see how the 
efficient operation of the Federal Mu- 
tuals enables them to return substan- 
lial savings year after year. 
This fact plus the selection 
of preferred risks has turned 


more and more bankers to the 





the largest financial institutions in the 
country are now covered by a Federal 
policy. What could be greater proof that 
the Mutual plan is sound when it is 
accepted by leaders in finance? 

The banker knows that the resources 
of the Federal Mutuals are invested only 
in the safest of securities, thus assur- 
ing policyholders that the full legal re- 
serves, so vital to the financial strength 
of an insurance company, will not be im- 
paired. The banker also knows that the 
financial policy of the Federal 
Mutuals is built on solid rock— 
that these companies are bul- 


warks of financial strength. 





THINK OF THE 


FEDERAL FIRST 





. Federal Hardware & Implement Mutuals 


Retail Hardware Mutual Fire Insurance Co. 
inneapolis, Minnesota 


Hardware Dealers Mutual Fire Insurance Co. 
Stevens Point, Wisconsin 


Minnesota Implement Mutual Fire Insurance Co. 
watonna, Minnesota 








JouRNAL OF AMERICAN INSURANCE 


OMMENTARY on 

f the record of the 
“L-M-Cpublished in the’’1 8thAnnualEdition 
of Casualty, Surety and MiscellaneousReports, . 
compiled by Alfred M. Best & Company, the 
“Dun and Bradstreet of the insurance business.” 
“The company 'L-M-C’ has built up a large 
and profitable business within a short period 


of time. Losses have been below the average 





and expenses’ moderate. Substantial savings 
have been returned to policyholders each year. 
It has always enjoyed an excellent reputation 
for the prompt settlement of claims. It is rec- 
ognized as one of the leading and strongest 


companies in the mutual casualty insurance field. 








Our rating of this company is A11 ‘excellent’.” 




















LUMBERMENS MUTUAL CASUALTY COMPANY | 


James S. Kemper, President 


MUTUAL INSURANCE BLDG., CHICAGO, U. S. A. 


Associate Company Under “L-M-C’’ Management 


AMERICAN MOTORISTS INSURANCE COMPANY 



































